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NATIONAL POLICY AND ISSUES 


JOURNAL ON SEPARATING ENTERPRISES, GOVERNMENT 
HK310756 Beijing JINGJI YANJIU in Chinese No 9, “70 Sep 84 pp 22-27 


[Article by Li Ming [2621 2494] of the General Office of the Benxi 

[2609 3305] Municipal CPC Committee, Liaoning Province: "Separation 

of Enterprise From Government Administration Is a Key Link in the Reform 
of the Economic System"] 


[Text] The separation of enterprise from government administration is a 
key link in our country's reform of the ecoiwmiic system. Since the 3d 
Plenary Session of the 1lth CPC Central Committee, we have done some work 
in expanding the autonomy of enterprises, and have taken some steps in 
the direction of separating enterprises from government administration. 
But we do not have a clear program as to the degree to which enterprise 
and government administration are to be separated. If this problem is 
not clarified, there will be no way to draw up a blueprint for the overall 
refoma of the economic system. 


1. The Malady of Joint Enterprise-Government Administration 


In respect of the economic management system, our country has, for a 
considerable period of time, been influenced by a foreign model. The 
last few decades of practice have proven that this model, in many respects, 
is unsuccessful, and is unsuited to our national conditions. Its out- 
standing characteristic is that there is no division between enterprise 
and government administration and enterprises are "government-run." The 
manifestations are: The enterprises must be subordinate to various levels 
of government departments and administrative organs, with the result that 
they become directly administered appendages; the authority to determine 
policy and issue directives in regard to the enterprise's personnel, 
finances and materials, as well as production, supplies, marketing, and 
other economic activities, lies with the various levels of government 
departments and administrative organs; and the power of enterprises to 
decide for themselves in management, and be responsible for profits and 
losses, is negated. Joint enterprise-government administration in 
practice produces various types of malady. 


1. Analyzing it from a microeconomic viewpoint, joint enterprise-government 
administration creates two “big pots." They are, the “big pot" of the 
state from which the enterprises eat, and the "big pot" of the enterprise 











from which the workers eat. The reason the enterprises can eat from the 
“big pot" of the state is that the state carries out unified purchases 
and sales, and unified receipts and expenditures, and assumes full 
responsibility for profits and losses in regard to enterprises. The reason 
the state carries out these policies is that these enterprises are 
"government-run." In every matter they must obey orders from the govern- 
ment and administrative organs, while the government and administrative 
organs must naturally "see to the food." The workers being able to eat 
from the big pot has, as a condition, the enterprises eating from the 
"big pot" of the state. The former is a direct result of the latter. 
This syste by its nature determines that enterprises are without power, 
without responsibility and without profit. Internally they have no 
incentive, and externally they are without motive power. They have lost 
vitality. The so-called lack of internal incentive results from the 
obstruction of the relationship between, on the one hand, the enterprise's 
operational results and the fruits of the laborer's production, and on 
the other, material benefits. From the enterprise's viewpoint, all 
increases in income are handed over to the state, so there are no benefits, 
and all deficits are supplemented by the state, so there are no losses. 
From the viewpoint of the laborers within the enterprises, first all 

the enterprise's leading cadres at each level have been appointed by the 
party committee of the government or administrative organs to which the 
enterprise is subordinate. When carrying out their responsibilities, 
they are not restricted by material benefits or economic results. They 
are only restricted by orders from the higher administrative organs. 

They are state "officials" and they all hold ranks as government "of ficials,' 
fro the commune regimental level, and the county battalion level to the 
prefectural divisional level, right to the provincial army level. Their 
professional responsibilities are immediate government responsibilities 
and are not immediate enterprise responsibilities. Only by faithfully 
carrying out the higher level directives can they obtain trust, commenda- 
tion, and promotion, and the various benefits which go with them. Other- 
wise they will not be trusted, will be criticized and cold-shouldered, 
and will lose all sorts of benefits. Although they are laborers within 
the enterprise and shoulder the responsibilities of leaders, their 
relationship with the enterprise is not one of sticking together in 

honor and disgrace, in life and death. It is one of representing the 
government in exercising management authority. When there is a conflict 
of interests between the enterprise and the "wishes of the great officials," 
they see "submitting to orders as their bounden duty.” When a crisis 
arises in an enterprise and it must be closed down, stopped, merged or 
coverted. these cadres go on being officials as before, take their money 
as before, accept promotions as before or "move off and become officials 
somewhere else." Their posts have life-long tenure and whether the 
enterprises are well-run or poorly-run, and whether they make profits or 
losses is not of immediate personal concern to them. This dictates 

that it is very unlikely that from among them will emerge astute entre- 
preneurs to manage the enterprises. As the cadres, who are the decisive 
factors in the enterprise, are in this situation, the enterprises have 
naturally lost most of their motivation. Second, although the workers 
are, in law, the masters of the means of production, they do not have 








the power to determine production, exchange, or distribution. It is the 
same whether they do more or less work and if they work well or poorly. 
"Loving the factory as the family" and "taking the factory as the family" 
have for many years only been manifested in a small number of advanced 
elements. The vast number of workers have not voluntarily done so. 

The origin of this is that the joint enterprise-government administration 
has obstructed the organic relationship between the material interests 

of the workers and the fruits of their labor. As neither the enterprise 
nor the workers within the enterprise get material benefits, both lack 
vigor and the enterprise loses motivation. 


Externally, they are without motive power. This means that competition 
has been rejected by the system. Enterprises have no concept of competition. 
In running the enterprises, no risks are taken, and therefore it is 
unnecessary for the leaders and workers of the enterprise to worry about 
the enterprise going bankrupt and themselves becoming unemployed. Whether 
an enterprise is well-run or pocrly-run ‘is the responsibility of the 
government. The enterprise itself has no interests and no responsibilities. 
In economic work, the government is the lawmaker, the law enforcer and law 
follower in one. Thus mistakes in policymaking or management by any of 

the "trinity" are not seriously investigated and often nothing ends up 
being done. Losses totaling millions, tens of millions, and even hundreds 
of millions of yuan occur at the various levels of government. We only 

see the money flowing away. We do not see anybody being punished. 
“Educational fees" arw paid again and again. This is a phenomenon rarely 
seen in the economy of any country. 


They have lost vitality. This means that the power of government organs 

in economic management is overcentralized, and the economic activities 

of the enterprises are decided by responsible government and administrative 
organs. Protective padlocks are piled one on another and thus overall 
economic work cannot be carried out well. This economic system binds the 
enterprises so tightly they cannot move and are unable to manage themselves, 
let alone adapt themselves to the swiftly changing market. Our enterprises 
do not lack worthy, intelligent, capable, and aware people who wish to 
develop the economy and manage the enterprises well. However, this system 
is like the incantation of the Golden Hoop which cursed the Monkey King. 

If one wishes to give free play to abilities and operate an outstanding 
establishment, there of course will be headaches and they will naturally 
lead to the brain ossifying in the same way as the system. 


2. Analyzing it from the macroeconomic viewpoint, joint enterprise- 
government administration forms divisions between departments and areas, 
with each governing itself. Our nation's enterprises are divided into 
enterprises managed by the central departments, province-managed enter- 
prises;, city- (or prefecture-) managed enterprises and county-managed 
enterprises. In the cities, there are also district-managed enterprises 
and neighborhood-managed enterprises. The subordinate relationships of 

the enterprises are based on departments or districts, which results in 
departmental or district ownership. This severs the internal relationships 
in overall economic work and dismembers the organic entity of overall 





economic work. In the field of leadership, there is no wey to carry out 
professional management. The enterprise is led by a department with which 
it has a relationship of administrative subordinatior The relationship 
is not a rational one based on division of labor or organic relations, 
related to the enterprise's products or technological characteristics. 
Thus professional management for a long period has beem weak, and it is 
difficult to do well in unified planning and information exchange. On 

one hand, this produces blind development and redundant construction, and 
on the other, seriously obstructs both the reorganization and merging of 
enterprises, as well as specialized coordination. This results in enter- 
prises being hampered and unable to free themselves from being large and 
complete or small but complete. In the field of circulation, this has 
meant that there has been no way for a socialist unified market to come 
into being. The circulation channels are narrow and the market has been 
requisitioned and monopolized. We cannot fully bring into play the central 
and leading role of cities in economic activities. 


The example of Nanjing's industrial enterprises demonstrates this problem 
well. This city has 124 enterprises subordinate to departments for the 
province. They are separately subordinate to 18 central departments, 
commissions or corporativns and 15 provincial offices or bureaus. The 
planning, goods and materials and finances of the local backbone enter- 
prises are also separately controlled by over 30 central departments and 
several provincial offices and bureaus. This division between departments 
and areas and between cities and rural areas, where administrative levels 
are numerous and the management system contains many “mothers-in-law," 

has resulted in two serious consequences for Nanjing. The first is that 
it has prevented Nanjing's production, scientific research, and circulacion 
from being organized according to rational economic principles. Thus 
economic results grow gradually poorer. Its economic strength ranks first 
in the whole of Jiangsu Province, but its economic results rank among 

the last. The second is that management levels are manifold, and each 
department stresses its own functions and interests, and creates its own 
systems. This results in great resistance to the carrying out of some 
very good plans fer reform. It is difficult to implement them. The 
current economic system binds Nanjing with many ropes. It is like a 
tightly bound giant who is unable to use his gigantic strength. (see 
"Great Hopes for Urban Reform" in Liaowang No 22 of 1984) 


An economic system with joint enterprise-government administration creates 
departmental and area ownership of enterprises. At the same time, it 

can also lead to departmental and area ownership, or even enterprise 
ownership, of qualified personnel. Our nation's personnel management 
system is designed on the model of joint enterprise-government administra- 
tion. If an enterprise wishes to recruit workers, it must be approved by 
higher level personnel departments. The transfer of an ordinary worker 

in this city requires the stamping of 10 or 20 official seals. The 
transfer of cadres and intellectuals is even more diificult. 


Joint enterprise-povernment administration also creates overlapping 
organizations. Bureaucratism is rife and it is difficult for an enterprise 











to handle its affairs. According to press reports, the Shanghai No 7 

Radio Factory wished to introduce an advanced production line. From 
planning it to putting it into production required 72 requests for approval 
to various levels. After 2 years, they had managed with difficulty to 

get through 18 of these gates. When going through the 22d gate, in 
accordance with the number of pieces of equipment introduced, they had to 
fill in 372 forms. They then had to send these to various departments 

and get 1,488 stamps applied before this could be passed. (See “In 
Introducing a Production Line, It Was Necessary to Pass 72 Gates" in 
WENZHAI BAO No 134, 27 April 1984) 


An economic system with joint enterprise-government administration is not 
only an obstacle to the development of our nation's economy, but is at 

the same time, an economic base for carr~ving out mistaken "leftist" 
policies. It is a concentrated manifestation of the influence of the 
foreign models. The reform of this backward system is a requirement for 
developing the economy and realizing the four modernizations. It is also 

a requirement for eradicating the base on which "leftist" influence depends 
for its existence, and for preventing the reenactment of things similar 

to the "Cultural Revolution.” 


2. The Division of Enterprise and Government Administration Must Conform 
With Economic Patterns 


The various maladies of the economic sy.cem, of which joint enterprise- 
government administration is representative, do not accord with economic 
patterns. Only by separating enterprise from government administration 
can we handle things in accordance with economic patterns. This was not 
only proved long ago by the expsriences in economic development by many 
countries, but has been confirmed in the practice of our nation's reform 
over the last few years. 


Since the 3d Plenary Session of the llth CPC Central Committee, we have 
done much work in the separation of enterprise and government administra- 
tion. In the all-round implementation of the system of contracted 
responsibilities on the household basis with payment linked to output, 

in the rural areas we have made great strides and the results are obvious. 
The household responsibility system has introduced new combinations, 

which break through the system of calculating workpoints on the basis of 
the work done, and break through the model of people's communes which have 
"three levels of ownership, with the production team as the base.” 

Present rural families are both consuming units and jroduction management 
units which are independent and take responsibility for profits and losses. 
These management units are not subordinate to any level of government or 
administrative organ. Their economic activities are only restricted by 
laws and economic contracts. After families became the most basic economic 
unit in the rural areas, the people's commune system with joint commune- 
government administration lost the basis for its existence, and reform of 
the situation is underway. Practice has proven that this system has manv 
drawbacks. It cannot carry out well the functions of basic-level goverment 
administration and is also unable, in a way worthy of the name, to become 
the peasants’ own economic organization. It produces a situation where 








the party does not manage the party, the government does not handle 
administration, and erterprise and government administration are not 
separated. This hampers bringing into play the initiative of the vast 
number of cadres and the peasant masses, and influences the development 

of production. The villages of our country will, in accordance with the 
Constitution, have basically completed the work of establishing township 
governments and separating enterprise and government administration, by 

the end of this year. This is extremely necessary if we are to smash the 
rules and regulations which hedge in the development of the productive 
forces, and allow the rural economic groups to independently and swiftly 
develop production, enliven the economy, and change poverty to wealth. 
Although the present separation of enterprise and government administration 
falls short of real separation of enterprise and government administration, 
all in all it is a fine start. 


Apart from reform in the rural areas, another major breakthrough in our 
nation's economic work is the implementation of special economic zones. 

The most important characteristic of the special economic zone: is the 
real separation of enterprise and government administration. For example, 
the Shekou industrial area of Shenzhen City proceeded from actual needs 
when setting up organizations. The administrative committee is the 
highest administration and management organ. It only has five working 
bodies: the general office, the enterprise management office, the general 
accountant's office, the general planning office, and the public utilities 
office. The administrative committee has not established subordinate 
bureaus, but has established various specia!'ized service companies. These 
are entrusted with work by various enterprises, for which they receive 
labor service fees. The party committee organ has only 14 people, who 

fill the positions of committee secretary, deputy secretary and responsible 
secretaries, and carry out organization, discipline inspection, propaganda, 
trade union, CYL and other work. The nonproduction staff in the factories 
is very limited. Generally, there are no administrative sections and no 
security or personnel sections. That type of work is the responsibility 
of the industrial areas. The enterprises have five major rights: the 
right to allocate, transfer, and hire staff; the right to manage utiliza- 
tion of finances; the right to adjust production planning; the right to 
sell commodities and supply goods and materia's; and the right to introduce 
things from abroad and to hold trade talks with outsiders. This system, 
where enterprise and government management is separated, plays a positive 
role in improving management and administration and strengthening the 
building of the special zones. 


The success of reform in many enterprises tells us that the method of 
using joint entersprise-government administration to manage enterprise must 
be changed. 


The veform in the Hai Yan, General Shirt Factory, Jiangsu Province, which 
is led by Bu Xinsheng, and the reform in the Chaoyang Heavy Machinery 

Works in Liaoning Province, which is led by Wang Yachen [3769 0068 1820) 
fully proves that when the irrational rules and regulations of, and 
interference by, the higher level government and administration departments 











are reduced, the vitality of the enterprises is increased and economic 
results are improved. Authority must be handed down to the enterprises, 
where it will really be used. This authority should not be handed down 
to administrative management departments at various levels and a big 
thing should not be made about whether you should manage things or I 
should manage things. Only when enterprise and government administration 
is really separated can overall economic work be enlivened. 


3. Tentative Ideas for Really Separating Enterprise and Government 
Administration 


What is real separation of enterprise and government administration? 

I believe it to be an economic system where the principle of "separation 
of the three rights," that is, the right to own, the right to manage, and 
the right to utilize the means of production is implemented, where enter- 
prises do not rely on and are not subordinate to any administrative 
departments, be they provincial, city, county, district, or township 
departments, and where enterprises have independent management, independent 
accounting, responsibility for profits and losses, and are independent 
instead of being government appendages. 


Premier Zhao Ziyang in the "Report on Government Work" at the Second 
Session of the Sixth NPC, proposed: "Simplify administrative procedures, 
delegate power to lower levels, check or prevent interference with enter- 
prises, respect their decisionmaking powers, and assist factory directors 
in executing their duties and making their enterprises as a success." 
This policy opens an avenue for achieving real separation of enterprise 
and government administration. On the basis of my tentative ideas, the 
future reform of the economic system should perhaps stress the grasping 
of the following six aspects of work: 


1. The unhooking of enterprises from government. We must gradually, in 
accordance with the principle of enterprises not being dependent on, or 
subordinate to, any administrative departments, and being responsible for 
their own economic activities, liberate these enterprises from the rules 
and regulations which bind them, so that they can become economic entities 
in the real sense of the term. 


At present, some comrades advocate that apart from state management of 
large-scale backbone enterprises, other enterprises can all be managed 

by the cities. I believe that, in essence, this would be changing an 
enterprise managed by a department into one managed by a region. They 
make a big thing about who will do the managing and they are enthusiasti- 
cally seeking "mothers-in-law" for the enterprises. In neither theory 
nor practice would this be a creative breakthrough. It would not break 








through the old conventions whereby administratively responsible departments 


directly manage the enterprises. This type of "relaxation" and "control" 
has been tried many times in the past, always with poor results. They 
should be completely abandoned. One of the major reasons that centrally 
and provincially administered enterprises have in the past been managed 

by departments, apart from the fact that they are decisive in the national 








economy, is that their production is specialized and socialized to a high 
degree and their scope of cooperation is quite broad. If these enter- 
prises were handed down to the cities, it would be difficult for the cities 
to exercise leadership. If they are handed down now, this problem will 
still not be solved. Several years ago some enterprises were put under 

the leadership of cities, but in practice there was no way for the cities 
to carry out this lead ership. Take for example the Iron and Steel Company 
in Benxi, Liaoning Province. Although it was put under the leadership of 
Benxi City, this leadership was only realized on statistical forms and on 
balance sheets. As to the important problem of enterprise operations, 

the city was willing but unable to help. This sort of leadership, in the 
final analysis, is leadership only in name. If we say that our previously 
implemented economic system with no separation between enterprise and 
government administration, can with effort be maintained, then the future 
paths are going to become increasingly difficult to pass along. As 
commodity production increases, so do the demands that enterprises become 
vigorous economic entities. This is an economic pattern which no man's 
wishes can change. Following the expansion of the scale of production, 
there must come into being in our country large enterprises and large- 
scale economic combinations which extend across districts, span industries, 
and cut across national boundaries. Thus I propose that we stop looking 
for "mothers-in-law" for enterprises. We should not make a big thing of 
who should manage the enterprises, but should devote our time and energy 

to that which is suited to the patterns of socialized large-scale produc- 
tion. If we wish to free the enterprises, we should first start by freeing 
those enterprises managed by central departments and provinces, and 
afterwards we can free those which are subordinate to cities and below. 


After the enterprises are unhooked from the government, first we must 
implement independent management, independent accounting, and respoiusi- 
bility for profits and losses. Second, on the basis of substituting paying 
taxes for delivering profits, the enterprise must at each of its internal 
levels implement economic responsibility systems. Third, we must implement 
the directors or manager responsibility system, whereby the director or 
manager of the enterprise assumes full responsibility for all economic 
activities including the command of production and operations management. 


2. The government doing well in simplifying administration and delegating 
power to lower levels. The economic function of the government must be 
changed from microeconomic management to leadership over the macroeconomy, 
while doing well on planning, coordination, guidance, service, and super- 
vision work. In order to accord with the needs of enterprises for inde- 
pendence, the government must within the limits allowed by state planning 
restrictions and policy decrees, give the enterprises autonomy in the 
fields of production and operations planning, product sales, pricing, the 
selection of goods and materials, the use of funds, the handling of assets, 
the setting up of internal structures, personnel and labor management, 
wages and bonuses, and combined operations. Thus, in the above-mentioned 
fields we must carry out wide-ranging reforms. First, we should reform 
the planning system so that state planning does not manage so many things 
so tightly. Second, we should reform the circulatory system for the sales 
of products, especially for that of the means of production. As long as 








it conforms with regulations, any [word indistinct] of production should 
be able to be put directly onto the market. Third, we should reform the 
pricing system, so that prices conform with the demands of pricing patterns. 
Starting with raising the prices for energy and raw materials and speeding 
the pace of price reforms, we must stabilize the tax rates and enliven 
pricing. Fourth, we should reform the goods and materials supply system. 
We must take the goods and materials bureaus which are administrative 
units directly subordinate to the government and change them into commercial 
enterprises. For the supply of goods and materials which are in short 
supply, the method of “inviting tenders" should be used, so that the best 
supplier can be chosen. Fifth, we should reform the system for examining 
and approving funds utilization, so that enterprises can rationally use 
funds in accordance with their needs. The system of managing bank funds 
should also be reformed. Sixth, we should reform the methods of managing 
fixed assets so that enterprises are able to speed depreciation and 
replacement, and have the right to dispose of idle assets. Seventh, the 
government should not interfere in the internal setup of the enterprises. 
Eighth, we should reform the system of personnel and labor management. 

We should get rid of the backward personnel system where there is "cadre 
membership," "“whole-people membership" and "coilective membership," and 
smash through these man-made barriers so that whatever one does is one's 
duty, one's "membership." Enterprises should have the right to recruit 
and engage people and, in accordance with the law, to dismiss people. 

When dismissing workers, the enterprise will only have to make a report 
for the records. It will not be necessary for them to seek approval. 
Ninth, we should reform the wage system and the system for issuing bonuses. 
Within the bounds allowed by policy and law, the enterprises will be 
allowed to select their own systems. Tenth, we must take strong measures 
to promote the reorganization of enterprises into combinations. 


After delegating power, the various levels of government must, first, 

grasp well the drawing up of plans for economic and social development, 

and submit them tc the various levels of people's congresses for examina- 
tion. They must guide, supervise and inspect the implementation of planning. 
Second, they must formulate various policies which will promote economic 
development. Third, they must do well in serving the enterprises by, for 
example, supplying information, propagating advanced experiences, providing 
economic and technical consultancy, organizing cadre training, and so on. 
At the same time, they must be responsible for examining the qualifications 
of people chosen as directors or managers in large and medium-sized 
enterprises. 


Fourth, they must use much vigor in grasping work in the following areas: 
culture, education and health, scientific and technical development, 
urban and rural construction and public utilities, establishments which 
serve the people and society, environmental protection, social order, and 
so on. This will establish conditions for, and serve well, the base for 
high-speed development of economic construction. 











3. The strengthening of comprehensive economic departments. We should 


fully bring into play the supervisory and management roles of administration 
in the financial, tax, materials, banking, auditing, statistical, industrial, 


and commercial fields. In implementing the second step of the reform to 
substitute paying taxes for delivery profits, after we gradually change 
from a situation where paying taxes and delivering profits exist together 
to where paying taxes completely replaces delivering profits, tax revenues 
will naturally increase markedly. It is recommended that the finance and 
tax departments below provincial level merge. Unified they will be geared 
to the needs of the Ministry of Finance. In the financial departments, 
that [passage indistinct]. The tasks of those who specialize in financial 
matters within enterprises and of those who specialize in tax matters 

will gradually become one. Regardless of whether it is a financial 
department or tax department, attention should be paid to obtaining 
finances, collecting finances, and utilizing finances. We must fully 
bring into play the role of the economic levers of taxation, credit, 
pricing, wages, and so on. Auditing departments must be continually made 
more substantial and stronger. What is particularly worthy of note is 
that the position and role of statistical work will daily become more 
important. In the information society of today, timely and accurate 
statistics have major significance. This is socialized large-scale 
information and it is a necessary condition for carrying out macroeconomic 
leadership. Depending on the statistical departments to supply great 
amounts of correct and timely domestic and international economic informa- 
tion will play a great role in our doing well in economic forecasting and 
policymaking, in correctly formulating plans, in opening new economic and 
technological fields, in propagating appropriate new technology, and in 
preventing duplicated production and duplicated construction. 


4. Doing well in management of different trades. Premier Zhao Ziyang has 
pointed out: "In the future industrial readjustment, industries will be 
organized on the basis of trades on the one hand and on the basis of 

key cities on the other. Japanese industry is managed on the basis of 
trades. We should use the Japanese experience in our management of 
industries. This experience is closely related with our future overall 
industrial readjustment and organization. In future, how should we 
rationally organize our industries and how can we smash departmental and 
area control? We must proceed by trade, organize according to trades, 
manage according to trades and plan according to trades." Before the 
separation of enterprise and government administration, it will be diffi- 
cult to realize management by trades. After enterprise and government 
administration is really separated, it will break the shackles of depart- 
mental and area ownership, which fetter the implementation of management 
according to trades. Doing well in management according to trades first 
requires a unified standard on which to differentiate trades. Next, it 
would be necessary in accordance with the unified standards for differ- 
entiating trades, to unify the work of banking, pricing, statistical, 
industrial, and commercial departments. Then, the various levels of 
government departments responsible for enterprises need no longer shoulder 
the tasks of directly managing the enterprises, and can bring into play 
their guiding role in the fields of scientific research, technology and 
information. Some departments can be merged or abolished. At the same 
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time, we must, on the basis of trades, establish trades associations. The 
associations will be popular organizations for enterprises in the same 
trades. They will be mandated by the enterprises and will be consultants 
for them. These associations will supply economic information, organize 
technical coordination and receive service fees in accordance with 
regulations. They will implement independent accounting and be responsible 
for profits and losses. They will also be the “brains trust" for the 
government in its management of the trades. 


5. The smashing of the limits of ownership. The ownership of the means 
of production should not be the standard for assessing the status of an 
enterprise's economic activities, and should not hinder combinations of, 
or competition between, enterprises. It is especially important that 
there not be sharp divisions between those enterprises owned by the whole 
people and collectively-owned enterprises. After enterprises become 
independent economic entities, we must change the irrational situation 
where, in policy, we stress state-owned enterprises and ignore collective 
ones. In this way all enterprises will be able to carry on economic 
activities and engage in competition equally. 


6. Improving economic legislation and economic judicature. We must 
gradually establish scientific, improved economic legislation in order to 
safeguard overall national economic order and the smooth implementation 
of economic policies. We must set down clear rules on the establishment 
and development of enterprises and make clear the responsibilities, rights, 
and interests of enterprises. It is also necessary to stipulate enter- 
prise bankruptcy laws and set down methods for handling serious losses 

by enterprises which result in enterprises being unable to operate. 

At the same time as improving economic legislation, we must also improve 
the corresponding law enforcement organs and systems. We must ensure the 
independence of the law enforcement organs and systems so that they can 
shoulder the glorious responsibilities of maintaining economic order. 


CSO: 4006/67 
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NATIONAL POLICY AND ISSUES 


JOURNAL ON REFORM OF MACRMECONOMIC MANAGEMENT 
HKO20431 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 84 pp 27-32 


[Article by Fang Sheng [2455 3932]: "On the Reform of Macroeconomic 
Management of Industry" ] 


[Text] I. Reform of Industrial Management Is Key to Reform of Industrial 
System 


Industrial management and enterprise management are the two links of the 
industrial structure, but the decisive link is industrial managemeiit . 
Hence, reform of the industrial structure must start first from reforu 
of industrial management. Only when there has been a smooth reform of 
industrial management is there a direction for reform of enterprise 
management to follow, to build a foundation and to be assured. 


Over the past 30 years the industrial structure of our country has gone 
through many changes, revolving mainly around the upward retraction and 
the downward release of power. Attention has been focused on the division 
of work between the central government and the localities while the question 
of the relations between the state and the enterprises and between the 
enterprise and the staff has been overlooked. Since the 3d Plenary 

Session of the llth CPC Central Committee, stress has been laid on grasping 
reform of enterprise management and on solving the problem between the 
enterprise and the enthusiasm of the staff. This is entirely correct and 
necessary, and from now on this reform has to be continued. But from the 
accumulation of 5 years of experience, we have seen that enterprises, 
particularly enterprises under the system of ownership by the whole people, 
are controlled by the upper level, that is to say, enterprise management 

is under the restriction of industrial management. Industrial production 
constitutes a well organized system. If we do not do a good job in the 
reform of industrial management departments which control the enterprises, 
but demand a reform of the enterprises under their control, then it is 
hardly possible to do the latter job well. In a word, in reforming 
industrial management, to achieve success it is necessary to demand that 
the industrial management departments including planning, material 
resources, labor, commerce and foreign trade must first, or simultaneously, 
be reformed. 
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II. Core of Industrial Management Reform Is Establishment From Top to 
Bottom of an All-Round Economic Responsibility System 


One viewpoint believes that the progress in agriculture has been due to 
the institution of the system of contracted responsibilities with payment 
linked to output and that therefore progress in industry can also be 
realized through the institution of the economic responsibility system 
in the enterprises. This is correct in certain respects. However, 
industry is much more complicated than agriculture and better organized. 
By no means should we copy the method outright. Agriculture, the handi- 
crafts, the service trades basically require manual labor, depending 
principally on the labor of the individual. They are suited to the 
contract system on an individual or small collective basis, to the self- 
determination of policies, and to the system of being responsible for one's 
own profit or loss. Industry, particularly large industry, involves 
modernized large-scale production and highly centralized cooperative labor. 
Whether an enterprise fares well or badly is not entirely determined by 
the enterprise itself. Rather, to a great extent, it is determined, at 
the time when the industrial management departments decide on the estab- 
lishment of the enterprises, by such factors as whether or not the 
decisionmaking, regulation, planning and designs are correct, whether or 
not the technology is advanced, whether or not the products are marketable, 
whether or not the prices are rational, and so on and so forth. What 
follows next are secondary factors such as whether or not management of 
the enterprise itself is scientific enough, whether or not the operation 
methods are up to standard, whether or not the enthusiasm of the staff 

is high, and so on. It can thus be seen that while management of the 
enterprise is of extreme importance, it plays only a secondary role. 

This has been verified by the experience of our country over the past 

30 years. As a matter of fact, losses due to poor management of the 
industrial system itself, poor planning, blind directions, building 
blindly, redundant construction, ineffective operations, disputes and 
bickering, failure to care about results, irresponsibility, stockpiling, 
waste and so forth far exceed losses caused by the poor internal manage- 
ment of the enterprises. 


Hence, if it is said that agriculture and the handicraft industries are 
suited to enforcement of the economic responsibility system from the 
bottom up then, industry, transportation and postal-telecommunicat ions 
should carry out the economic responsibility system level by level from 
the top down. 


We remember that someone at one time brought up a very important question: 
How is it that even though we have overcome this contradiction between 
the socialization of production and the capitalist system of private 
ownership of the means of production, the economy still lacks vitality 
and the superior character of socialism ie still far from being fully 
displayed? It is not difficult to answer this question. It is because 
we have not organically combined the socialist ownership system with the 
maragement and operation responsibility system uf the enterprises. 


13 








Under a capitalist society there exists the basic contradiction between 

the socialized character of production and the private ownership of the 
means of production. But the capitalist private ownership system and 
capitalists (board of directors, shareholders) and their agents (general 
managers, high-level staff members) are unified in management and operation. 
Their economic responsibility and operation results are along the same 
line. They share in the profits or losses and in the successes or failures. 
Hence, they are able to devote the utmost efforts to improving the opera- 
tion results so as to earn the maximum profits. Under the socialist 
system, the socialization of production and the public ownership system 

of the means of production are unified, possessing unequalled superiority. 
The speed of production development is also rapid. However, the lack of 

a responsibility system for production management is in contradiction with 
this public ownership system. Our industries, communications, and commerce 
are under the control of government departments. Those in control (be 

they from the central government or from the localities) are all government- 
appointed officials. In managing the enterprises they rely on the power 
bestowed on them at the time of their appcintment by the government. 

They are empowered to study and decide on investments involving tens of 
millions and billions of yuan and to issue plans, directives, and orders 
for production of several million tons of products. However, they neither 
undertake any business accounting nor do they shoulder any economic 
responsibilities. They are not concerned with the economic results and 
power and responsibility are separated from each other. Not only that, 

but because there are too many departments having control over industry, 
the case is like scores of “old ladies" each issuing her own directive and 
each fixing her own target, all of which may contradict each other and 
subject the enterprises to an unbearable pressure. The investors and 

those in charge of management work being separated from each other, and 
separation between responsibility, power, and interest form the basic 
causes for the lack of vitality in our country's economy and for the low 
level of the economic results. They also form the basic causes for the 
"disputes." 


For this reason, the setting up of an all-round economic responsibility 
system in industrial management should be the pivotal point in the reform 
of industrial management in our country. The various grades of industrial 
management departments from the top down should be transformed into 
economic organs and the leadership of the economic organs at various levels 
should hold office not by means of the government appointment system but 
by selection through public advertisement for talents. It is necessary 

to select those who are to take charge from among those who dare to take 
up the responsibility, and are adept in accounting, and well-versed in 
specialized knowledge and management and control. They should sign 
contracts, which link together responsibility, power, and benefit and 
should be made to take up the overall economic responsibility, receiving 
bonuses for profits but penalties for losses. Only in so doing will it 

be possible to overcome the current defects and bring the superiority of 
socialism into full play. 
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III. Industrial Management Departments at Various Levels Should All Form 
Economic Organs 


The socialist economic system of ownership by the whole people is a state- 
run economy. It belongs to the state. But this is not tantamount to 

saying that the state must set up numerous government departments to 

control the enterprises. We cannot mix together the problems of two 
different spheres. Economic management belongs to the problem of production 
relations and the economic foundation whereas government, laws, and statutes 
belong to the problem of the upper-level structure. It is true that the 
upper-level s*ructure is closely related to the economic foundation, is 

a product of che economic foundation, services the economic foundaticn 

and to a certain degree influences the economic foundation (by promoting, 
impeding or hindering the development of the economic foundation) but in 

the last analysis the two belong to two different spheres, and possess 
different character, different contents, and different laws of movement. 





Socialist countries have two methods of controling the economy under the 
system of ownership by the whole people, namely, the economic method and 
the political method. 


Long ago, at the beginning of the October Revolution, Lenin advocated the 

use of the economic method to manage the economy and of economic organs 

to directly manage the economy. He said: "The only people worthy of the 
name communist are those who realize that the only way to create or 

practice socialism is to learn from the trust organizationists." (Footnote 1) 
(Lenin: "On the Childish end Petty Bourgeoisie Character of the ‘Leftists'," 
"Selected Works of Lenin," Vol 3, p 555) Under his leadership the people's 
committee formed the supreme national economic committee and the relevant 
local national economic committees. He said: "In the future, after 
opposition from the exploiters has been thoroughly overcome and the workers 
have learned to organize socialist production, all these original and 
narrow control organs and organs of the former state must certainly 

become extinct and an organ like the supreme national economic committee 
will certainly grow, develop, and be strengthened. It will take charge of 
all the major activities of an organized society." (Footnote 2) (Lenin: 
"Speech at the Representatives’ Congress of the National Economic Committee,' 
"Selected Works of Lenin," Vol 3, p 568) But after Lenin's death, the 
Soviet Union, commencing with the first 5-year plan, gradually centralized 
the power of controlling the economy in the government and the supreme 
economic committee was transformed into various kinds of government 
industrial ministries. Up to now, over 50 such ministries have been 

formed to control the economy. Our country has copied the Soviet system 
and our government industrial ministries are in control of the industries, 
carrying out the system of combination of politics and economics. Actual 
practice has shown that this political method or the method of controlling 
the economy by a system of combination of politics and economics has 
produced certain contradictions which are difficult to overcome. In the 
case of our country, it has the following defects: 1. It carves up the 
state's resources and the united market. Administration of the economy 

by government departments must follow the administrative district and the 
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administrative organization structure to divide up the areas of control. 
This severs the objective relationships of the economy, causes the setting 
up of prison-like localities, blockading each other. As a result, 

localism and decentralism appear, the comprehensive use of resources is 
impossible, and the united market is carved up. 2. It does not work 
according to the economic laws. The government departments’ administra- 
tion of the economy relies on political power. It pays no regard to 
economic accounting, does not shoulder any economic responsibility, does 
not talk about the quality of service, is not responsible to the clients, 
and there appear the phenomena of “official industrialists," "official 
merchants," even “electric bullies," "oil bullies," "gas bullies," “highway 
or road bullies," and so forth. 3. It inflates the controlling organs 

and lowers efficiency. Government offices grow like mushrooms; official 
documents piie up like mountains, there is much dilly-dallying in work. 

In undertaking a job an enterprise has to write many reports, seek many 
signatures, make many requests, and literally go around in circles. 

Even though a matter is extremely urgent, it can be totally ignored, and 
when trouble arises nobody bears the responsibility. 4. It upsets 
society's rational division of work. At present, the situation is like 
“government manages industry and industry manages society." Government 

is unable to do what it is responsible for, whereas what should not be 
borne by the enterprises the enterprises have to bear all by themselves. 
Some people have estimated that in all, the various departments and 
ministries are currently levying some 273 different kinds of appropriations 
on the enterprises that the latter are really incapable of bearing. 

5. It is not beneficial to strengthening the party's leadership and to 
fully rousing the enthusiasm of the staff masses for managing the enterprises. 


Our country is a socialist country. The speed of our economic development 
has not been slow. Nevertheless, why is it that our results and efficiency 
are so low, the quality of our service so poor, and accomplishing things 

is so difficult? In my opinion, an important and principal reason is the 
direct management of the enterprises by the government departments. 


IV. Reform of the Industrial Management System Requires Separation of 
Politics From Economics 


In the reform of the economic management system some comrades advccate 

the separation of politics and enterprises. In our opinion, after the 
enterprises have enforced the system of paying taxes in lieu of profit 
delivery, they have been operating independently, are responsible for 
their own profit and loss, and are no longer linked with the departments 
and localities, and the economic system has been enlivened. In the case 
of truly collectively-owned enterprises and individually-owned enterprises, 
this advocation presents no problem, since it has already been in operation. 
However, in the case of enterprises under the system of ownership by the 
whole people or enterprises which, while in name are owned by collectives 
but in fact are owned by the whole people, the objective of separation 

of politics from business cannot be achieved and neither can this solve 
the current existing contradictions in industrial management. The 

reasons are: 1. The right of ownership of enterprises under the system 
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of ownership by the whole people belongs to the state. Hence, while the 
enterprises can be separated from the government, they cannot be separated 
from the state. There still remains the problem of belonging--to whom do 
they belong and under whose control are they? 2. The investments in 
enterprises under the system of ownership by the whole people come from 
the whole people. The profits belong to the whole people, and cannot be 
the “self-responsibility"” of the enterprises. All goes well if profits 
are made, but in the event of losses who will be responsible for them? 

At present, the industrial structure, organization structure, and geographical 
distribution of our enterprises are highly irrational. A great deal of 
readjustment, consolidation, reorganization and combination work must be 
done. Following the enterprises enjoying decisionmaking power and aliena- 
tion of politics from business, readjustment and merging work will become 
all the more difficult. Hence, enforcement of “alienation of politics 
from business" will possibly result in the following two conditions: 

One is that the present industrial control organs in the departments and 
localities extending from the central authorities to the local governments 
will continue to exist and continue to hold the power of control. Thus, 
politics and the enterprises still cannot be separated and the enterprises 
will still lack the decisionmaking power. The other possibility is, 

since the enterprises are separated from the government and from the 
departments and localities, then it is necessary to abolish all the 
industrial control organs. 


By so doing, the enterprises really will have the decisionmaking power 

but what will be the situation when some 380,000 enterprises in the country 
all have the power to make decisions? Will it be possible for the 
contradiction between the socialization of production and the small blocs 
of enterprises owning the means of production to appear once more? If 

all the enterprises are turned over to the control of the cities and towns, 
then, first, politics and enterprises are still not separated from each 
other; and, second, new localities in charge will emerge and the number 

of localities in control will swell from 29 to over 20,000. 


Hence, my opinion is that what is needed now is not “separation of politics 
from enterprises"; rather it is “separation of politics from economics." 
That industrial enterprises in our country do not need to be controlled 

is absolutely not the case. Nor is it true that they do not need control 
from an upper-level organ. The case is that they do not need control of 

a political pattern that does not follow economic laws but need control of 
an economic pattern. The point is not that the enterprises be separated 
from the state but that economic management and political work must be 
separated. Just like Lenin said: "Without a planned national organ whose 
unified standards are strictly observed by the tens of millions of people 
in the output and distribution of products, socialism is unimaginable." 
(Footnote 3) (Lenin: "On the Childish and Petty Bourgeoisie Character 

of the ‘Leftists,’ "Selected Works of Lenin," Vol 3, p 545) 


Separation of politics and economics is the strict division of work between 
government and economic organs. Government takes charge of all the work 
concerning political authority and construction. It is not that government 
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entirely keeps its hands cff economics but that it influences economics 
and serves the economic foundation from various sides such as in taxation, 
prices, unified planning, supervision and control of foreign trade, and 
from the angles of an upper-level organ concerning legal and economic 
rules and regulations. Crganization of the economy should take the form 
of a national independent economic system, which takes unified control of 
the several thousand large and medium-size enterprises owned by the whole 
people that face the whole nation. it has full authority, and can handle, 
in a highly capable manner, all the problems of economic management and 
control. It may be imagined that an economic organ of a national nature 

is formed under the NPC or the State Council. It may still be called the 
national economic commission but it is an economic entity, enforces an 
all-round system of business accounting responsibility, and is more or 
less like what Lenin said about turning the whole country into a syndicate. 
Under its subordination are some 10 or scores of principal companies of 

a national character. Each principal company directly controls several 
tens of large and medium-sized plants or several regional branch companies. 
Each and every level must enforce independent business accounting and is 
responsible to the upper level. The national economic committee has its 
own independent plan and finance, and each year submits its budget and 
final accounts to the NPC, being responsible to the latter. Under the local 
people's congresses are formed local economic committees, taking control 
of companies of a local character and independently-operated enterprises. 
Following the division of politics and economics, the State Council should 
retain only two economic control departments. One of them is the State 
Planning Commission which takes charge of the unified formulation of 
economic, scientific, technological and social development plans and annual 
plans. The other would be a ministry of industrial and commercial manage- 
ment, taking charge of the legislation, jurisdiction, registration, 
arbitration and supervision of matters concerning industrial and commercial 
enterprises. In addition, under people's courts at various levels, 
specialized economic courts of justice and economic tribunals would be 

set up. Under the people's procuratorate there would be economic procura- 
torial courts or departments. 





The various ministries taking charge of the industries under the State 
Council may be abolished. A portion may be reorganized into companies 

or corporations in the nature of enterprises and be under the leadership 

of the State Economic Commission; a portion would be separately incorporated 
into a ministry of industrial and commercial control, the economic court 
and the economic procuratorate to study and formulate economic policies 

and economic statutes and handle economic arbitration. Following the 
separation of politics and economics the relations between the local govern- 
ments and local economic committees are more or less like this. 


Between the national economic committee and the local committees and 
between the national companies and the local companies there exist only 
economic relations. Their combination, merging, and cooperation are done 
by means of contracts and agreements and are no longer the relations 
between higher and lower level organs in the political sense. National 
companies and local companies do not suffer from the restrictions of 
administrative districts. They can establish branch companies, processing 
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plants, and marketing points or stations. They can enter into joint-<apital 
operation or cooperative cooperation with any enterprise. The only 
conditions are that they must pay taxes to the local governments and obey 
the laws and unified regulations of the local governments. The local 
governments themselves must establish good public utility facilities and 
social welfare facilities, creating superior conditions to attract outside 
companies to set up plants there and thus to vitalize the local economies. 


One of the important conditions for separation of politics and economics 
is the separation between the finances of the government and the finances 
of the economy. In the past, the system in practice was unified receipts 
and payments by the government. Economic receipts were employed to ensure 
financial receipts and financial expenses were used to restrict economic 
expenses. This made economics subservient to finance and tied the hands 
and feet of the economy. It must be remembered that the funds used in 
finance and those in economics are funds of two different characters. 

The source of funds in finance is taxation. It is compulsory, not 
compensatory and is fixed at a certain amount. But economic construction 
funds are compensatory and can grow or increase in amount continuously. 
We cannot mix or compute together tax receipts, which are compulsory and 
fixed, with profits of enterprises which can grow or multiply; nor can we 
mix together non-compensatory military expenditures and administrative 
expenses with compensatory economic appropriations; nor social welfare 
funds which cannot grow with construction funds that can grow continuously. 
To do so would be like “everybody eating from the same big pot.” 
“Developing the economy and protecting supplies" are correct in times of 
war and during revolutionary periods since at such times the central task 
is ensuring victory in war and in revolution. But they are not overall 
issues in time of construction, because our central task is economic 
construction and the purpose of economic construction is the continuous 
expansion of reproduction to ensure meeting the people's daily increasing 
consumption needs now and in the future. Naturally, if “supplies” are 
meant to refer to the accumulation and consumption needs of the whole 
society then all is well but it will be lop-sided if they merely refer 

to financial expenses. We cannot use financial reasons to freeze prices 
or freeze wages or use administrative tactics to prevent economic laws 
playing their role. To do so would only result in being punished by the 
economic laws. Following separation of politics and economics the 

source of government finance is various kinds of taxes. Financial 
expenses are principally devoted to political construction such as national 
defense, foreign affairs, internal affairs, culture and education and 
necessary aid to the border areas and agriculture. The source of local 
finance is a fixed portion of the national taxes and local taxes, while 
local expenses are municipal construction and welfare expenses. The 
sources of economic finance are profits, depreciation funds, state and 
people's investments and bank loans while the expenses are those for 
capital construction, renovation, technical transformation and scientific 
research and development. The existing fixed assets and circulation 
funds of industry serve as the state's investments in economic construc- 
tion. The national economic committee has control of them and is fully 
responsible for their use. This division of work between finance and 
economics is truly a scientific way of “eating from separate pots." It 
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is advantageous to independent business accounting. Following the 
“division of pots” between finance and economics, both must keep expenditures 
within the limits of income and there shall be no indiscriminate transfer 
of funds or resovrces. Gains or deficits may be regulated by means of 
income tax and through the banks. 


After separation of politics and economics, the planning system will 
naturally be converted into that of a combination of mandatory planning, 
guidance placning, and regulation by market mechanism. In regard to 

state reserves, armament orders, and several important kinds of energy 

and resources such as coal, electric power, steel, cotton, grain, cobacco, 
sugar and so forth the State Planning Commission will enforce the system 
of unified purchase and unified sales and formulate mandatory plans for 
them. As for the others, guidance planning will be enforced. Higher-level 
economic committees and companies will enforce mandatory planning of the 
principal products of the enterprises directly subordinate to them, while 
as for products of secondary importance, guidance planning will be enforced. 
So-called mandatory planning must employ the contractual form to fix 

the responsibilities for the unified distribution of resources and the 
unified purchase and contracted sales of the products. Both parties to 
the contract shoulder the economic responsibilities and legal responsi- 
bilities. In the case of guidance planning, only statistics and reference 
materials are provided, an overall balance is carried out, and the higher 
levels are not responsible for supplies and sales and have no economic 
responsibilities. As for products outside the plan or surplus products, 
the companies or plants may market them themselves or entrust commercial 
departments to market them, subject to the free regulation of the marxet. 
However, following the development of science and technology and the free 
circulation of information, it is increasingly necessary to put the role 
of planning into full play, in order to avoid developing blindly. 


Division of politics and economics will not weaken or cause any departure 
from the party's or government's leadership. Under such a set-up, the 
party's leadership principally depends on the adoption of correct policies 
and on the party members playing an exemplary role, while the government's 
leadership principally relies on laws and statutes. 


V. State Economic Organs Must Be Divided Into Separate Categories in 
Managing Their Subordinate Enterprises 


Some people may doubt if it is possible for the formation of one unified 
state economic organ to manage all the 380,000 enterprises in our country. 
The reply is: First, it is entirely possible, since over the past 30 years 
and more we have already accumulated plenty of experience; and, second, 

to do a really good job is not at all easy and it is necessary to adopt 

a series of measures and countermeasures. Of them, the most important 

one is guidance in separate categories and to avoid making one pattern to 
apply to all or being homogeneous. Our policy should be a united one but 
the form and method should be flexible. Dissimilar products require 
enterprises of dissimilar scales. Enterprises of dissimilar character 

and belonging to dissimilar ownership systems require dissimilar methods. 
The method of following the same pattern should be ruled out. 
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At present, the industrial enterprises in our country may in general be 
divided into three categories and there should be three dissimilar manage- 
ment methods. 


The first category comprises the large and medium-size enterprises under 
the system of ownership by the whole people. They number about 5,400. 
Their relative importance among the country's industries is as follows: 
In number they make up only 1.4 percent; in the gross value of industrial 
output, they account for 42 percent while in the next value of industrial 
output, they account for 51 percent. These enterprises form the backbone 
of our country's industry. Their products have a bearing on the national 
economy and the livelihood of the people, being the mining industry, 
energy industry, raw materials industry, heavy industry and industries 
manufacturing durable consumer goods. Their output quantity accounts for 
70-80 percent of the gross output quantity of the same line of products 
of the whole country. Their economic results are relatively good and 
their labor productivity rate and profit-yielding rate of capital funds 
are rather high. In regard to this category of enterprises, first of all 
the leadership under many heads should be changed into one-head leadership. 
It is recommended that under the leadership of the national economic 
committee, they should be combined to form various categories and kinds 
of syndicate-type specialized companies and joint-companies. Unified and 
centralized management of supply, production, marketing, personnel, 
finance and materials should be enforced and so should unified planning 
and construction, unified accounting and unified organization of the 
distribution and marketing of products, so that the maximum economic 
benefits may be attained. In general, if the state can manage well this 
batch of enterprises, then basically speaking it has the whole national 
economy under perfect control. 


The second category comprises some 80,000 small enterprises under the 
system of ownership by the whole people and about 100,000 small enterprises 
which are really local state-run enterprises although in name they are 
collectively-owned enterprises. Their relative importance in the industries 
of the whole country is: By number of enterprises, they make up 46 percent; 
in industrial gross output value, 47 percent; and in industrial net output 
value, 42 percent. This is not a small force. In fact, it is a rather 
large force in the national economy of our country. But the problems are: 
They are small in scale; aside from a small number of enterprises which 

are advanced in technology, the great majority of them are technologically 
backward, possess antiquated equipment, heavily engage in redundant 
production, produce relatively low econumic results, and around one-fourth 
of them operate in the red. It is not advisable to hurriedly compel them 
to become syndicated. Rather, we should make full use of their superiorities, 
strictly enforce the economic responsibility system, strengthen guidance 
planning and prevent their developing blindly. These enterprises should 

be placed under the control of the local industrial committees and be 
gradually formed into regional joint-companies or specialized companies 
according to their location, products, or trade. As for a portion of the 
enterprises with rather inferior conditions or operation deficits, we can 
enforce the economic responsibility system of contracting for profit or 
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loss, or we can transform them into truly collectively-owned enterprises, 
carrying out the system of collective or individual contracting and 

being self-responsible for profit or loss. State investments in them 

may be made in the form of shares or loans. A small minority of the 
enterprises may be leased out to be managed by the collectives and compensa- 
tion may be made by installments. 


The third category comprises enterprises which are collectively owned in 
the cities and towns and countryside villages, there being about 200,000 
of them (a rather large portion of small enterprises in countryside 
villages are not included in these statistics). Their relative importance 
in the country is: By number, making up 51 percent; in gross output value, 
3 percent; and in net output value, 7 percent. Although their relative 
importance is not large, they are still backward in technology. The level 
of their production capacity is about equal to that of the workshop 
handicraft trade at the initial period of capitalism. However, they absorb 
a large proportion of the labor force in cities and towns. They play an 
important role in the utilization of remnant and cast-away materials, 
converting them into valuable products, and are also useful in the 
processing of agricultural products. They are important supplements to 
agricultural production and agricultural receipts. From now on, they 
will greatly increase, and hardly decrease, in number or development. 

In regard to this category of enterprises, the principal measures should 
be to reinforce policy guidance, guidance planning, and market analysis 
and forecasting. Certain support should be given to them in the supply 
of materials and marketing of products. As for those engaged in redundant 
construction or producing goods or poor quality, or competing with large 
enterprises for raw materials and markets, we can keep them under control 
by restricting their registration or by force of taxation measures. Local 
governments should set up industrial and commercial control organs to be 
specially responsible for the control and management of this category 

of enterprises, and have them organized through public organs such as 
industrial and commercial unions, trade federations and so forth. In 
their management, we should truly bring the superior points of the system 
of collective ownership into full play, employing such measures as fixing 
investments by shares, paying share dividends, and distribution according 
to work. 


Our country is a big country. The conditions of our enterprises differ 
in thousands of ways. Aside from these three categories, certain special 
conditions still exist. In the reform of the economic system, we must 
not follow one set pattern. On the one hand, we cannot, without differ- 
entiation, make the whole country's industrial enterprises all syndicated 
as this is not in conformity with the condition of the productive power 
of our country. On the other hand, we cannot, without differentiation, 
release downward all the large, medium-sized and small enterprises, 
allowing them to have “enterprise autonomy," since this will put planning 
and the market out of control. Hence, during a rather prolonged period, 
the system of ownership by the whole people will constitute the main body, 
ownership by the whole people and collective ownership will coexist, and 
independent operation of individual laborers will be permitted. The 
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large-scale modernized enterprises will serve as the backbone and large, 
medium-sized and small enterprises will coexist, each displaying its 
superior features and each avoiding its shortcomings. In industrial 
management, there will exist large national companies of a monopolistic 
mature and there will be specialized companies of a regional nature, 
trade federations under the system of collective ownership and other 
independent enterprises, thus forming a concrete structure. 
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NATIONAL POLICY AND ISSUES 


PRICE, TAX RELATIONSHIP DISCUSSED 
HK310901 Beijing JINGJI YANJIU in Chinese No 9, 20 Sep 84 pp 65-67 


[Article by Jia Kecheng [6328 0344 6134] of the Beijing Economics College: 
"Several Questions on Price and Tax"--written in May 1984] 


[Text] In our country, commodity prices are closely related to taxes. 

Correctly understanding the relationship between these two categories is 
of great significance to the correct formulation of pricing policies and 
taxation policies and to the effective regulation of economic activities. 


1. Is the Incorporation of Taxes Into Commodity Prices Rational? 


A certain comrade says: “According to the current method of determination 
of prices of new products, price is formed by adding up cost, taxes, and 

a profit which is a certain percentage of cost. This method, whereby 
taxes naturally constitute part of price whatever their magnitude, causes 
price changes to move in step with changes in taxation... Theoretically, 
the current price determination method is irrational... If in price 
determination a fixed percentage of cost is added to price as profit 
whatever the amount of taxes, price will inevitably deviate from value." 
(Footnote 1) (He Zhengyi [0149 2182 0001]: "On Product Taxes," HONGQI, 
No 7, 1984) 


Considering our actual current national condition, this price determination 
~vzthod not only applies to new preducts, but also applies to other preducts 
iu general. Taxes are a fixed and independent constituent part of price. 
Taxes are generally levied at three different links, for example, for 
industrial products, taxes are levied when the products leave the factory, 
when they undergo wholesaling, and when they undergo retailing. These 
taxes, whatever their magnitude, are as a rule added to price as a natural 
constituent part of it. Is this pricing method rational? I think that 
considering the current rates of industrial and commercial taxes and the 
links of their collection, not all of these things are really rational; 
but the pricing method itself is rational. This is because of the nature 
and role of industrial and commercial taxes. There are various categories 
of taxes in our country, but those related to prices are mainly industrial 
and commercial taxes as well as industrial and commercial income taxes. 
Let us look at these two categories of taxes separately. 
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In the past, industrial and commercial income taxes mainly referred to the 
category of 8-grade progressive taxes levied by the state on the excess 
income of the collectively owned enterprises. This taxation system still 
applies to small state enterprises. An enterprise's income refers to its 
total revenue from operation in a certain time period minus cost, taxes, 
and losses. This remainder actually amounts to the enterprise's profit. 
Therefore, industrial and commercial income taxes are actually levied on 
the profits earned by industrial and commercial enterprises from the sale 
of products. They can be simply called income taxes on products or profit 
taxes on products. They embody a form of distribution of profits arising 
from commodities. They should not be incorporated in price, and actually 
they are not. 





Industrial and commercial taxes differ in nature and role from income 
taxes on profits. The industrial and commercial taxes currently levied 

in our country refer to a category of taxes levied on industrial and 
commercial enterprises which produce or market commodities according to 
the selling prices of commodities. They are actually sales taxes on 
commodities and they are an independent entity which is separate from the 
enterprises’ profits. The levying of these taxes by the state mainly 

aims to regulate economic activities through prices. They form part of 
the commodity price policies of our party and state. The state must adopt 
different pricing policies in dealing with different commodities. For 
example, a low-price policy is adopted in dealing with means of agricultural 
production, goods for children, and so on, while a high-price policy is 
adopted in dealing with commodities like tobacco, alcoholic drinks, and so 
on. Thus, there must be different tax rates and different sales taxes 

for different commodities, so that all enterprises can earn a reasonable 
profit. For example, for a kind of white spirit produced in Beijing, the 
ex-factory price is 2.55 yuan per jin, which includes a profit of 0.25 
yuan and a tax of 1.10 yuan. If the state had not levied the tax on it 
and the price were the same, the profit of the enterprise producing it 
would be 400 percent greater, reaching 1.35 yuan, an obviously unreasonable 
figure. Thus, the state must practice this taxation system, which is 
necessary for pursuing price regulation policies. These taxes are 
regulatory in nature. This kind of regulation means that first, consump- 
tion is regulated (restricted or encouraged) through pricing; and second, 
the profit levels for the enterprises are regulated, so that they can 
earn appropriate and reasonable profits, free from the influence of price 
changes. 


2. Do Taxes in Commodity Prices Exist as an Independent Factor Separate 
From Value? 


According to Marx's theory of value, the value of a commodity consists 
of three parts: C, V, and M. In real economic life, the (C plus V) 
part of price appears as cost; but does M appear as profit or as total 
profit (that is, profit plus taxes)? If M appears as total profit, then 
taxes will be part of commodity value; but if M appears as profit only, 
then taxes will exist as an independent factor separate from commodity 
value. 
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At present, the popular viewpoint among theorists in our country is that 

M appears as total profit, so that taxes are viewed as part of commodity 
value. Thus, it is said: "Over many years in the past, the profits of 
state enterprises in our country have mainly appeared in two forms: 

taxes (industrial and commercial taxes) and profit. Considering their 
economic nature, both of them are a money form of the product value created 
by workers’ surplus labor." (Footnote 2) (Jiang Xuemo [5592 1331 2875] 
chief editor: “Lectures on Political Economics," The People's Publishing 
House of Shanghai, 1980 Edition, p 309) It is also said: “Whenever total 
profit is mentioned below, it refers to M, the sum of taxes and profit." 
(Footnote 3) (Hu Changnuan [5170 2490 2541] chief editor: "Theory of 
Price,” Publishing House of the People's University of China, 1982 Edition, 
p 97) Therefore, it is thought that calculating M in commodity value is 
tantamount to calculating total profit, not profit. I think this viewpoint 
is questionable. 


First, taxes in price (that is, industrial and commercial taxes) are borne 
by the buyer or consumer of a commodity, not by the producer. As mentioned 
above, industrial and commercial taxes on a commodity are calculated 
according to the selling price of the product. When the producer sells 
it, he adds these taxes to price. For example, if the ex-factory price of 
a taxable product is 1 yuan and the tax rate is 60 percent, the tax 
payable is 0.6 yuan. The producer will sell it nov at 1 yuan, but at 

1.6 yuan. If we say taxes are the money form of the product value 

created by some producers’ surplus labor, they should have been borne 

by the factory and not by the consumer. It is incorrect to view the taxes 
borne by consumers as part of M, which is some value created by producers, 
or as a contribution of the enterprise to society and the state. These 
taxes actually represent a contribution of the consumers to the state and 
society, or represent a redistribution of the consumers’ income by means 
of price. 


Second, there is no inherent relationship between the magnitude of taxes 
and the magnitude of commodity value. The latter depends on the amount 
of labor value, whereas the former depends on the level of tax rates; 
but the level of tax rates does not reflect the magnitude of commodity 
value. 


Third, M is the value created by workers, minus wages. In the actual 
economic activities in our country, does M appear as profit of total 
profit? Superficially speaking, it seems to appear as total profit. 
However, considering its essence, M can be equal to price minus cost only 
under the precondition that price equals value. If price exceeds value, 
we can obtain the true value of M only by subtracting from price both 
that portion in excess of value and cost. Taxes in price actually amount 
to that portion of price which is in excess of value. Therefore, only 

by subtracting this portion and subtracting cost from price can we find 
the true value of M. Practice in real economic life actually conforms 
with this concept. For example, in examining an enterprise's deficits 
and economic results, we see whether it earns a profit but do not look at 
total profit. It is because the fact that an enterprise pays taxes does 
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not mean it has not incurred deficits. However, the fact that an enterprise 
earns a profit does mean it has not incurred deficits. Thus, it can be 
seen that in real economic life M appears as profit, not total profit. 


Fourth, profit and taxes in price must be calculated separately. If M 
appears as total profit, how should we calculate it? According to Marx's 
labor theory of value, M as part of price should be ascertained by 
calculating the profit rate as a percentage of wages. Jf wages are * yuan 
and the profit rate as a percentage of wages is 100 percent, then M is 

l yuan. According to the viewpoint that treats M as total profit, the 
total profit, including taxes, is 1 yuan, and thus it is not necessary to 
do some other separate calculation to find the amount of taxes in the 
product price. Actually, it is not correct, because the value of M 
ascertained by calculating the profit rate as a percentage of wages can 
only appear as profit, not profit plus taxes. Taxes must be calculated 
separately. 


To sum up, M is profit, not total profit. In our country, commodity price 
consists of three different parts: Cost, profit, and taxes. Cost plus 

a reasonable profit roughly equals commodity value. Taxes are an additional 
amount separate from value and exist as an independent factor separate 

from commodity value. Therefore, the tax-included price of a commodity 
actually equals the commodity's value plus taxes. 


Moreover, it is inappropriate to use the term total profit for the 
remainder obtained when cost is subtracted from the ex-factory price of 

an industrial product, because according to this definition, if an 
enterprise achieves a positive total profit, it means it has not incurred 
deficits but has achieved good economic results. Ordinarily, when we 

talk about turning deficits into profits, we actually refer to an increase 
in profit without admitting any increase in taxes (industrial and commercial 
taxes). Therefore, total profit should not include taxes [as published]. 
T think when cost is subtracted from the ex-factory price of an industrial 
product, the remainder should be the “gross profit" of the industrial 
enterprise; when taxes are subtracted from gross profit, the remainder 
should be “net industrial profit," that is, industrial profit. 


3. On Price Regulation Policies 


The deviation of a commodity's price from its value arises from demand and 


supply relations and pricing policies. The Soviet academician Si-te-lu-mi-lin 


[2448 3676 7627 4717 2651] said: "Without making price deviate from 
value, we will not have any pricing policies." This viewpoint exerts a 
great influence in our country. However, Comrade Sun Yefang objected to 
this view. He thought the deviation of price from value violated the 
requirements of the law of value. He advocated that price should be 
identical to value and that exchange should be carried out at equal value. 
I think to make price identical to value should be one of our pricing 
policies; moreover, it should be the most important and basic one. 
However, for a minority of commodities, price should be made to deviate 
from value and this mainly aims to regulate economic life; this should be 
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called a price regulation policy. Without making price deviate from value, 
we will not have price regulation policies. However, we must not say: 
"Without making price deviate from value, we will not have any pricing 
policies.” 


How should we correctly use price regulation policies? A certain viewpoint 
holds that in order to make prices play a regulatory role in economic 
life, we must stipulate different profit rates for different commodities 
instead cf using a flat profit rate across the board. Thus, in the light 
of our actual current national condition, for one thing, we must charge 
different tax rates for different products and add the taxes to their 
prices, so that price deviations from value and economic activities can 

be regulated; for another thing, we must stipulate different profit rates 
for different products so that price regulation can be achieved. Practice 
has proved that the latter type of regulation, namely, price regulation 
through differential profit rates (abbreviated as regulation by profits), 
involves more problems, because if a stipulated profit rate is too low, 

an enterprise's enthusiasm in production will be affected and this will 

be disadvantageous to the development of production; conversely, if a 
profit rate is too high, unchecked excessive production by the enterprises 
concerned will be encouraged. I think price regulation policies should 
mainly depend on taxation, not profit rates. Suppose a commodity should 
be priced at 100 yuan according to its value, but some policy requires it 
to be sold at 120 yuan or 80 yuan. If it is to be sold at 120 yuan, 

the state will levy a tax of 20 yuan on the enterprise. If it is to be 
sold at 80 yuan, the state financial authorities will grant a subsidy 

of 20 yuan to the enterprise, which can be regarded as a negative tax. 
Therefore, the level of tax rate should depend on the amount of deviation 
of a commodity's price from its value. A tax rate should be determined 
according to the requisite amount of this deviation. Thus, the amount of 
profit earned by an enterprise will not be affected by pricing policies. 


To sum up, according to the requirements of the law of value, price regula- 
tion policies should mainly make use of differential tax rates instead 

of simultaneously stipulating both differential tax rates and differential 
profit rates. This is because if there are different profit rates, the 
efforts made by an enterprise will vary directly with the permitted profit 
level. It is wrong for an enterprise to go after illegal profits, but we 
must require that the production of every product should yield a reasonable 
profit, with the requirements of the law of value being fulfilled. 
Therefore, a single profit rate should be stipulated for all categories 
of commodities in setting prices, so that price and value can be roughly 
equal and the enterprises can earn a reasonable profit as they should. 


CSO: 4006/67 
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PROVINCIAL AFFAIRS 


SICHUAN DEVELOPMENT IN PAST 35 YEARS REVIEWED 
HK261511 Chengdu SICHUAN RIBAO in Chinese 26 Sep 84 p 2 


[Article by Xin Wen [6580 2429], Tang Gongzhao [0781 0361 2507], He Yonggang 
[0149 3057 0474], and Li Changming [2621 7022 2494]: "Tremendous Achievements, 
Bright Prospects -- passages within slantlines published in italics] 


[Text] The 35 years since the founding of the new China is a very short period 
in the history of the civilization of our great motherland. However, during 
this period, under the leadership of the CPC, the people of all nationalities 
in Sichuan have struggled in unity along a socialist road, forged ahead bravely 
and written a more uncomparably glorious and magnificent chapter in history 
than at any other period in the past. 


Great Achievements 


Since the founding of the PRC, our province has scored tremendously great achieve- 
ments in its economic and social development. To sum up, it has scored achieve- 
ments in the following 10 aspects: 


/1. It has changed the features of its unitary and backward agricultural economy 
and markedly raised the level of development of its productive force./ Before 
liberation, agriculture was the main sector of Sichuan's economy. Through 

35 years of construction, the whole province has invested 60.2 billion yuan 

of funds in its capital production and established a sound industrial foundation. 
As a result, there has emerged a new situation, with industry and agriculture 
developing hand in hand. From 1949 to 1983, the percentage of the province's 
agricultural output value in its gross industrial and agricultural output value 
dropped from 83 percent to 43 percent. In agriculture, there has been a hearten- 
ing change from the previous practice of relying mainly on cultivation to that 

of developing in an all-round manner agriculture, forestry, animal husbandry 

and sideline undertakings. In its industry, heavy industry has developed quickly 
and the percentage of its output value in the province's gross industrial output 
value rose from 20.8 percent in 1949 to 51.9 percent. Though the province's 
population increased from 57.3 million people in the initial period of liberation 
to 100.75 million in 1983, its per capita gross industrial and agricultural 
output value rose from 87 yuan in the initial period of liberation to 591 yuan. 
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/2. Conditions of agricultural production have markedly improved and are 
developing in the direction of commodity production./ Before liberation, 
Sichuan's agriculture was basically in a status of self-sufficient natural 

economy and the labor productivity was very low. By the end of 1983, throughout 
the province, more than 860,000 weter conservation projects had been built for its 
rural areas and the effectively irrigated area jumped from 8.6 million m in 

1949 to 45.8 million mu. The per mu consumption of fertilizer rose from zero 

to 120 jin. Throughout the province the motive power of agricultural machinery 

of various kinds totaled 10.91 million horsepower and the rural areas consumed 
1.83 billion kilowatt-hours of electricity a year. All these have vigorously 
improved the basic agricultural production conditions. Since the 3d Plenary 
Session of the llth CPC Central Committee, as the various rural policies have 

been implemented, very great play has been given to the initiative of the vast 
number of peasants in developing production. In 1983, the value of the province's 
gross agricultural output amounted to 25.4 billion yuan, 280 percent more than 
that in 1949. Grain output rose from 29.9 billion jin in 1949 to 80.2 billion jin, 
that of cotton rose from 31 million jin to 215 million jin, that of oil-bearing 
crops rose from 472 million jin to 2,256 million jin, and that of pork, beef, 

and mutton rose from 260 million jin to 4,420 million jin. The commercial sector 
of the whole province purchased 9.3 billion yuan of various kinds of agricultural! 
and sideline products, which constituted 36.6 percent of the province's annual 
gross agricultural output value. The development of agricultural production 

and the emergence of specialized households in the rural areas marks a beginning 
of the transformation toward the orientation of specialization and the orientation 
of commodity production. 


/3. There has been a sound industrial foundation and the output of major products 
has more than doubled./ Since liberation, the province has invested the sum of 
40.1 billion yuan in its capital construction and has initially established an 
industrial foundation characterized by relatively full categories of sectors and 

a certain degree of production capacity and a certain level of technology. By 

the end of 1983, there were 46,000 industrial enterprises of various kinds in the 
whole province and these enterprises employed about 3.38 million staff members 

and workers. The province has not only set up industrial enterprises in each of 
its counties, but has also set up a number of large backbone enterprises with 
advanced technology and equipment--the products ort which are important for the 
whole nation, including Panzhihua iron and steel mill, Emei machinery plant, 

Xindu machinery plant, No 2 heavy machinery plant, Dazu automobile plant, Dongfang 
boiler plant, Dongfang motor plant, Dongfang steam turbine plant, Ziyang 
locomotive plant, Sichuan chemical plant, Luzhou natural gas chemical plant, 
Sichuan vinylon plant and the Emei cement plant. From 1949 to 1983, the output 

of coal rose from 2.01 million metric tons to 44.33 million metric tons, that of! 
natural gas rose from 11 million cubic meters to 5.38 billion cubic meters, 

that of electricity rose from 150 million kilowatt-hours to 18.8 biilion 
kilowatt-hours, that of steel rose from 9,000 metric tons to 3.54 million metric 
tons, that of cement rose from 8,000 metric tons to 7.33 million metric tons, 

that of machine tools rose from 7 to 7,576, and that of cloth rose from 99 million 
square meters to 730 million meters. In the past, the province couldnot produce 
chemical fertilizer, plate glass, special kinds of rolled steel, automobiles, 
tractors. equipment for power stations, large mines, or metallurgical plants, 
electronic products, chemical fiber, bicycles, sewing machines and wrist watches, 
but now it has the capacity to carry out batch production of these products. 
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/4. It has initially established a network of water, land, and air communica- 
tions and greatly developed its transport capacity./ In 1949, there were only 
three communications channels in Sichuan that linked it with other areas (the 
Sichuan-Shsanxi Highway, the Sichuan-Guizhou Highway and the Chang Jiang) and 
the commmications conditions inside the province were very poor. Through 

35 years of development, it has buiit railways, including six trunk lines, 
namely, the Baoji-Chengdu, Chengdu-Chongqing, Chengdu-Kunming, Sichuan-Cuizhou, 
Xiangyang-Chongging and Neijiang-Yibing railways, and eight branch lines. In 
1983, the mileage in operation totaled 2,696 km. The length of highway that 
has been opened to traffic totals 86,000 km, ranking first in length in the 
whole nation. Automobiles can be driven to all counties and the highways have 
linked 90.8 percent of the townships. More than 100 rivers have been opened to 
uavigation and the total mileage of navigation reached about 9,000 km. There 
were 5,385 lighters with a total freight capacity of 433,000 metric tons. The 
province has opened 23 civil aviation lines whose total mileage reaches 

2,623 km. Now a combined water, land, and air communications network has 
initially taken shape in the whole province and its cargo transport volume 
totaled 134.6 million metric tons in 1983, an increase of 62-fold over that in 
1949, The passenger freight volume totaled 406.7 million journeys, an increase 
of 2,117 fold. The saying "It is mre difficult to go to Sichuan than to go to 
heaven" has already become outdated. 


/5. The rural and urban market is prosperous and lively and foreign economic 
relations and trade has developed quickly./ Under the guidance of the state-run 
commerce, the province has vigorously developed its urban and rural collective 
and individual economy, opened up rural market fairs, implemented an open circu- 
lation system characterized by diverse channels and forms and few links and thus 
made our rural and urban market prosperous and lively. The total commodity 
retail sales in the society throughout the province rose from 990 million yuan 
to 18.2 billion yuan. The trade volume in urban and rural market fairs totaled 
4.1 billion yuan. The work of external economic relations and foreign trade 

has greatly developed. In 1983, the province had already established economic 
and trade cooperative relations with over 70 countries and areas, its purchases 
of commodities for export rose from 180 million yuan in 1957 to 1.2 billion yuan, 
and its direct exports totaled $120 million. The percentage of industrial and 
mining products in its export commodities has risen gradually. In 1983, there 
were 90 projects that were approved to utilize foreign capital, the amount of 
which totaled $59.88 million. Since 1981, the province has begun to enter the 
international labor market and the number of personnel that it sent out to 

carry out labor and technological cooperation has risen year by year. 


/6. Give play to the advantages of the three prefectures in having rich natural 
resources and develop the economy and culture in the areas of minority 
nationalities./ The Aba, Ganzi and Liangshan prefectures where people of Yi and 
Zang nationalities live in compact communities were very backward in economy and 
culture before liberation. During more than 30 years, wader the guidance of 

the party's nationality policies and through the arduous efforts of the people 
of the fraternal nationalities, the economy and culture there has developed 
relatively quickly. In particular, since the 3d Plenary Session of the llth 
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CPC Central Committee, in the light of the characteristics of nationality areas, 
a series of policies and measures of relaxation have been adopted. Line to line 
aids have been provided by hinterland areas to these prefectures. The province 
has paid attention to giving play to their advantages in their forestry, anima! 
husbandry, and medicinal herbs, and mineral and waterpower resources and thus 
enabled these areas to develop their economy and culture relatively quickly. 

In 1983, the gross industrial and agricultural output value of the three prefec- 
tures totaled 1.86 billion yuan, an increase of 5.8 fold cover 1952. The output 
of grain totaled 3.32 billion jin, an increase of 210 percent. The number of 
livestock totaled 13.6 million, an increase of 150 percent. The gross industrial 
output value has risen by 5,900 percent. The length of highway opened to traffic 
rose by 1,500 percent. The development of economy has promoted the progress of 
culture. In 1983, there were three higher education institutes in the three 
prefectures, the number of middle technical schools rose from 3 to 23, that 

of ordinary middle schools rose from 13 to 299, that of primary schools rose from 
945 to 6,251, and the total number of the students studying full-time in various 
schools rose from 87,000 to 600,000. 


The number of books published in the languages of Yi and Zang nationalities totaled 
610,000 and the number of local newspapers at prefectural level totaled 778. 


/7. The contingent of scientific and technological workers continues to grow and 
marked achievements have been scored in science and technology./ Through 35 years 
of efforts, throughout the province a system of scientific and technological 
research, application, and popularization has initially taken shape which consists 
of diverse tiers such as those related to basic science, applied science, 
popularization of technology, social sciences and natural sciences and which in- 
volves units at central, provincial, city, county and enterprise levels. In 1983, 
there were 561 independent scientific research institutes of various kinds in 

the whole province and the number of natural scientific and technological workers 
was nearly 500,000. Through the efforts of the scientific and technological 
workers and the support and coordination of all other secturs, during the past 

30 years or more, the province has scored nearly 7,000 scientific and tech- 
nological achievements, some of which have already been applied and popularized 
and have played an important role in developing our national economy. In order 

to meet the challenge of a new technological revolution, throughout the province, 
a technological revolution aimed at developing electronic technology and populariz- 
ing the application of microcomputers has been rising. According to incomplete 
Statistics, throughout the province, there have already been 200 computers of 
various types, 800 microcomputers and 1,200 minicomputers, which have begun 

to play a heartening role in all trades and professions and in all economic and 
social fields. 


/8. The undertaking of education has flourished and the educational level of 

the people has been relatively greatly improved./ By the end of 1983, the number 
of higher education institutes in the whole province rose from 13 in 1949 to 

49 and that of the full-time students in these institutes rose from 9,000 to 
79,000. The number of middle technical schools rose from 112 to 262 and that 

of the full-time students there rose from 17,000 to 94,000. The number of 
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ordinary middle schools rose from 469 to 5,445 and that of the full-time 
students there rose from 99,000 to 3.64 million. The number of primary 
schools rose from 24,500 to 89,300 and that of the full-time students there 
rose from 1.3 million to 15 million. While developing regular schools, the 
province has set up 91 television broadcasting universities, correspondence 
colleges, evening colleges, worker and staff member universities and other 
higher education institutes for adults, and the vocational education and 
Sparetime training in the diverse forms of workers and peasants middle schools 
and continuation schools has prospered. The cultural undertaking has also 
developed quickly. By the end of 1983, throughout the province, the number 
of various kinds of film projection units rose from 30 in 1949 to 12,795, that 
of cultural clubs and centers rose from 118 to 6,388. There are 4 radio 
broadcasting stations, 2 television broadcasting stations, and 11 television 
relay stations of a capacity bigger than 1 kilowatt each. Throughout the year, 
a total of 760 million copies of newspapers were published and 530 million 
books were printed. All these fully proved the fact that the cultural level 
of the people all over the province greatly improved. 


/9. Sport and public health undertakings have developed quickly and the health 
conditicns of the people have greatly improved. Before liberation, both urban 
and rural areas lacked medical services, and the health conditions of the people 
were very poor. Through 35 years of efforts, all areas from the province through 
cities (prefectures and autonomous prefectures), counties, and districts to 
townships, have set up different scales of comprehensive and special hospitals, 
rural hospitals and epidemic prevention and examination centers and acquired 
their professional medical technical contingents formed by specialists, profes- 
sors, and rural doctors. By the end of 1983, the number of medical and public 
health institutions at various levels and of various categories throughout the 
province rose from 195 in 1949 to 18,680 and that of hospital beds rose from 
1,972 to 181,200. The number of professional medical technical workers rose 

from 2,700 to 340,000. The sports undertaking has also developed quickly. On 
the basis of widespread development of mass sport activities, in 1983, 1.53 mil- 
lion people had attained the “State Sports Training Standard" throughout the 
province and 1,905 sports meetings above county level had been held, in which 
390,000 sportsmen took part. In major competitions at home and abroad, the 
sportsmen of our province won 31 gold medals, 35 silver medals and 33 bronze medals, 
The improvement in medical and hygiene conditions, the development of mass 

sports activities and the improvement in livelihood has brought about a great 
turn for the better to the health conditions of the people all over the province. 
The average life expectancy of the people all over the province rose from 

35 years before liberation to 70 years in 1983. 


/10. The income of urban and rural people has increased and their consumption 
level has risen sharply./ While production develops, the people's livelihood 
has also markedly improved. The per capita income of the peasants rose from 
74 yuan in 1957 to 258 yuan in 1983. Some of the rural families have become 
rich and the consumption level of the vast number of the peasants has also 
risen sharply. For every 100 peasant families, there are already 15 bicycles, 
ll sewing mchines, 1.6 television sets and ™& radio receivers. The province 
has thoroughly put an end to the previous misery of shortage of food and 
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clothing. In its urban areas, the number of staff members and workers in the 
sector ownec by the whole people rose from 880,000 in 1952 to 6.06 million and 
their average annual wage rose from 325 to 827 yuan. For every 100 families 
there, there are 58 bicycles, 59 sewing machines, 70 television sets and 

76 radio receivers. During the 35 years, 59.33 million square meters of 
housing for its staff members and workers have been built in the whole province. 
In 1983, the per capita housing area there was 6.4 square meters. The province 
has already brought about a radical change for the better to the previous 
situation whereby the urban people found it difficult to make ends meet, were 
crowded in their living quarters and lived under tension. 


The economic and social development of our province in the past 30 and mre 
years was not a smooth process. Like all other areas in the country, there were 
periods of smooth development, such as the 3 years of restoration, the period 

of the first 5-year P14", the 3 years of readjustment and the period since the 
smashing of the “gang of four" or, in particular, since the 3d Plenary Session 
of the llth CPC Central Committee; but there were also periods when we suffered 
serious setbacks, such as the period of great disturbance of the “Great Leap 
Forward,” and the 10 years of turmoil. What we should point out is that during 
the disturbances of the "Great Leap Forward" and the 10 years of turmoil, Sichuan 
suffered even more seriously from turmoil and, therefore, even more serious 
losses. We can surely say that if there had not been losses caused by the turmoil, 
we would have scored even greater achievements and to an even greater extent 
improved our people's material and cultural Living standard than we have done now. 
Besides, we should also notice that since 1965, the state has regarded Sichuan 
as the key area in developing the third line. With the support of the people 
all over the coumtry, the people in Sichuan nade even harder efforts under the 
situation of turmoil, completed many projects of investment and thus enabled the 
construction of the third line to score great achievements. From 1966 to 1975, 
the amount of ca.‘'tal construction investment of the whole province constituted 
10 percent of thac in the whole nation and the newly added fixed assets were 

90 percent more than those that were acquired in the previous 16 years. lHowever, 
because of the interference of the 10 years of turmoil, these projects have 
failed by far to achieve their due economic results. 


Valuable Experiences 


During the past 30 years or more, Sichuan has scored tremendous achievements 

in its economic and social development and this is the most important thing. The 
setbacks that it has suffered are of secondary importance, though they were 
rather serious. Practice has proved that both Sichuan's success and setbacks 
have their characteristics special to Sichuan. Things common to the whole 
situation played their role in the concrete surroundings and conditions in 
Sichuan. In order to serve our future needs, in analyzing Sichuan's povitive 
and negative experiences and its characteristics under the guidance of the 
historical experiences that we have gained since the founding of the PRC 

and which the CPC Central Committee has summed up in a Marxist and scientific 
manner, we should attach particular importance and stress the following aspects 
of Sichuan's experience and characteristics. 


34 








1. We should start from Sichuan's reality, persist in seeking truth from 

facts and oppose both impatience in seeking progress and the negative mentality 
of fearing difficulties. Sichuan has a huge population and thus it has very 
rich labor resources. Its market is vast. However, its heavy social and 
economic burdens make it difficult for Sichuan to achieve further development. 
Its area is vast and its resources are abundant, but it has failed by far to 
prospect, exploit or utilize these resources. In some aspects, its per 

capital resources are not plentiful. Its per capita area of farmland is less 
than 1 mu, lower than the nat‘onal average level. Its economic and cultural 
construction has developed to a considerable scale, but the level of economic 
development is still low, the economic foundation is still weak, its science, 
technology, and management is relatively backward and the development is uneven 
for different areas inside the province. 


As a big province, Sichuan has its advantageous factors and strong points and 
also its difficulties and weak points. In considering problems and doing things, 
we must seek truth from facts and weigh the pros and cons in an all-round manner. 
The advantageous factors in Sichuan's conditions are the basic factors that will 
play a role for a long time. They determine the fine prospects of its economic 
and social development and the inevitable victory of the modernization program. 
The disadvantageous factors there restrict the speed of the economic and social 
development, make it impossible for it to achieve quick success and determine 
that the modernization has to be carried out step by step systematically. The 
fundamental issue is to seek truth from facts. In viewing experiences, the 

lack of experiences in carrying out all-round socialist construction is most 
serious during the period of the First 5-Year Plan. Looking at difficulties, 

our difficulties were greatest in the "period of restoration,” the "first period 
of national economic readjustment" and the period immediately after the "10 years 
of civil disorder." However, it was precisely in these periods that Sichuan 
scored relatively outstanding achievements in its economic and social development 
because our minds were relatively sober and we laid relatively great stress on 
seeking truth from facts. It is very worthwhile for us to sum up experiences 
from this fact and think deeply about it! 


2. We should persist in grasping the "two kinds of production" at the same time. 
We should satisfactorily solve economic and social problems related to population 
from a strategic point of view. 


Because of the excessively huge population, though as seen in the gross indexes 
Sichuan is in the lead in our country, its per capita indexes are of a low level. 
For some time to come “Sichuan's population problem will still be a very out- 
standing problem in its economic and social development. 


In order to solve the economic and social problems related to population, we 
should first control the size of the population. At the same time we should 

pay attention to the problems related to the quality and structure of population. 
We should strengthen our investment in our population and intellectual invest- 
ment and train generations of new people who have ideals, are educated and 
virtuous, and observe discipline. This is a key condition for our modernization. 
At the same time, achieving the all-round development of human beings is pre- 
cisely the final goal of socialist construction. The age mix of the Sichuan 
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population tends to become one with more old people. We should control the 
age mix through readjusting the birth rate. Of Sichuan's population of 
100.75 million people, over 87 million are peasants. This is an important 
Starting point in considering the problem concerning Sichuan's long-term 
development. In the process of modernization, we should blaze a new path 
that enables the industrialization of rural areas and the moving of rural 
people into rural towns so that they promote each other, and that suits 
Sichuan's characteristics. 


3. We should correctly handle the relations between speed, proportion, and 
economic results and blaze a new path of pursuing development by means of 
raising economic results. 


We should try every means to raise the economic results in our production, con- 
struction, and circulation. This is particularly important for Sichuan. In 
1983, the province's industrial and communications sector achieved a 
synchronous increase in its output value, profits and taxes, and financial 
revenue. However, at present, some of the major indexes of the province's 
economic results are still lower than the average standard for the whole 
nation. In order to raise economic results, we must satisfactorily handle 

the relations between speed, proportion, and economic results. Speed and 
economic results are closely related to each other, but they are not equivalent. 
During the "Great Leap Forward," we set too high a target for the speed. 

As a result, while it is true that our gross industrial and agricultural output 
value considerably increased in 1958 and 1959, the economic results of our 
investment markedly declined and caused the temporarily achieved high speed 

to tumble later. In contrast, during the "period of restoration,” the period 
of the First 5-Year Plan, the 3 years of readjustment and the period since the 
3d Plenary Session of the llth CPC Central Committee, we did not stress speed 
and the planned targets for the speed were too high, but the implementation of 
our plans resulted in not too low a speed and high economic results. This has 
proved that if we satisfactorily handle the relations between speed, proportion, 
and economic results, we will be able to achieve a relatively quick develop- 
ment, conversely, we will fail to achieve our aim if we pursue a high speed. 


4. We should rationally readjust our economic structure and combine tapping 
our potential with continuous development. 


We should not regard the structure between agriculture, and heavy and light 
industries simply as a quantitative proggetion between them. What is mre 
important is to form a “benign cycle” to make them link with one another and 
interact. Sichuan's agricultural foundation is not sound, the level of 
development of its light industry is low, and too great a part of its heavy 
industrial sector serves the heavy industrial sector itself. There is not 
enough coordination to form full sets between various sections of a sector, 

for example, between grain production and diversified undertakings in its 
agricultural sector; between spinning, weaving, dyeing and finishing in its 
textile industry; between the factories that assemble the machines and those 
that produce components, between hot and cold processing, and between scientific 
research and measuring and testing in its machine building industry; and between 
rollings, melting and mining in its iron and steel industry. Gradually and 
satisfactorily solving these problems through readjustment will fully tap 
Sichuan's tremendous potential. 
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In coordination with the readjustment of the structure of various sectors and 
inside each of these sectors, we should rationally readjust and properly arrange 
Sichuan's technological structure and the organizational structure of its 
enterprises. We should definitely select a small number of key industries and 
key products and strive to catch up with the most advanced technological level of 
other areas at home and of foreign countries. Concerning other industries and 
products, it will respectively adopt intermediate-level technology and ordinary 
technology and continue to achieve the transformation from low-level to high- 
level technology. Sichuan's existing industrial enterprises should be rationally 
organized in accordance with the principle of professional cooperation and thus 
gradually realize the goal of forming then into complete systems and networks. 


5. We should start from our existing foundation, and make sound progress in 
victory. 


The question of whether we should start from the existing foundation or 

whether we should blindly pursue the establishment of full sets of new projects 
is a question concerning which we should sum up our experiences. [as printed] 
Undoubtedly, as yet, Sichuan is a developing province waiting for further 
development, and there are still quite a few resources waiting for exploitation. 
Therefore, it is necessary to establish some new enterprises. However, the 
question is what attitude we should adopt toward our existing foundation. 


In starting from Sichuan's existing foundation a very important issue is to 
correctly treat our third-line enterprises. Sichuan'’s achievements in developing 
the third-line construction are magnificent. However, because of the interference 
of the “leftism," and in particular, because of the sabotage of the Lin Biao 

and Jiang Qing anti-party cliques, this construction has left some "sequelao." 
Therefore, we should rationally readjust and transform these enterprises in order 
to enable them to play a greater role. 


6. We should readjust the layout of our production in a planned and systematic 
manner, give play to the respective advantageous factors in various areas and 
achieve a relatively even economic and social development throughout the province. 


The province's industry, commerce and scientific research and educational 
institutes are mainly concentrated in Chengdu, Chongqing and other key cities, 
and along the traffic lines. The remote mountainous areas, in particular the 
areas inhabited by minority nationalities on the western plateau are still very 
backward. This kind of uneven economic layout fails by far to correspond with 
the layout of natural resources and should be continuously readjusted. 


The readjustment of the layout of production is a matter of vital importance, 
therefore, we should carry it out in a planned and systematic manner. We should 
start from the aim of giving play to the advantageous special features of 
various areas and carry out the principle of "major dispersion" and "minor 
concentration," 


7. We should adhere to the principle of self-reliance and strengthen external 
economic and technological cooperation. 
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Sichuan is a big province and must start from self-reliance. On the other 
hand, opening up to the external world is a condition for strengthening the 
capability of self-reliance. Our province is situated in the hinterland of 
our motherland and it is inconvenient for it to carry out external exchange, 
however it has a broad prospect to develop external economic and technological 
cooperation and scientific and cultural exchange. Concerning strategic 
arrangement, we should first consider the demands inside the province and at 
the same time we should also consider the demands outside the province and 

and abroad, open up three markets, utilize three kinds of funds and technology, 
learn three sets of skills and blaze a path with Sichuan's characteristics 

to open up to the external world. 


8. We should continue to sum up our experiences and adopt the economic manage- 
ment system that is suited to the conditions of our country and province. 


The most outstanding problem in Sichuan is the complicated subordinate relations 
of its enterprises and the serious separation between areas and departments. 
Under the guidance of Comrade Zhao Ziyang, Sichuan's economic structural reform 
Started earlier than other areas and has made further important breakthroughs in 
theory and practice. The history of the evolution of Sichuan'’s economic manage- 
ment system and practice has proved that the structural reform should be carried 
out closely centered on the fundamental socialist task of developing productive 
force. The most fundamental issue is to expand the decisionmaking power of our 
enterprises, overcome egalitarianism in the field of dis*ribution and give play 
to the initiative of basic-level economic units and the laborers while scienti- 
fically and rationally organizing the initiative that we have given play to. 


Bright Prospects 


At present, the people of the whole province are struggling hard in order to 
achieve the strategic goal which has been put forth by the 12th Party Congress 
and to realize the provincial party committee's demands related to “making our 
people rich" and "promoting our provincial position.” Our situation is very 
good. According to our analyses and calculations, the province's annual gross 
industrial and agricultural output value during the 10 years from 1980 to 1990, 
may rise to more than 100 billion yuan. The rate of our economic development 
in the next 10 years will be even greater and thus the province's annual gross 
industrial and agricultural output value will amount to 250-280 billion yuan 

by the end of the 20th century. The figure is four and a half times as much as 
that of 1980, By that time, our province's economic strength will be further 
increased and as a result, there will be a remarkable change in our province's 
position of ranking of less than 20th among the various provinces, municipalities, 
and regions. At that time, our province's economic structure will be more 
coordinated and the overall arrangement of our productive force will be more 
rational. Based on our key cities, a certain number of economic zones where 
the urban and rural areas are prospering jointly and which have their respective 
special features, will begin to take shape. The level of technology and equip- 
ment of various trades will be raised remarkably and the various sectors of our 
national economy will be founded on a new technological basis. There will be a 
greater development in the science, education, culture, hygiene, sports and 
other social undertakings. 
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In order to steadily achieve the goal of our struggles by the end of this 
century, under the arrangement of our provincial party committee and government, 
we have made up our minds to make years of efforts in order to lay a sound 
agricultural foundation so as to give play to the two advantages (material 
resources and third-line enterprises) and in order to strengthen three weak 
links (energy, communications, and raw materials; intellectual development, 
science and technology; and opening up to the external world). We are start- 
ing to work out our Seventh 5-Year (1986-1999) Plan for the whole province's 
national economy and social development, working out the trade planning of our 
various major trades and then proceeding to work out our development plans for 
the next 10 years. In accordance with the basic guiding ideology and the 
requirements of our tasks in our province's long-term plans, the people of the 
whole province will struggle for fulfilling the following tasks in a highly 
effective manner. 


We vigorously grasp the development of our industrial and agricultural produc- 
tion. Under the precondition of raising our economic results, we have worked 
hard for a greater speed in our development, we should solidly lay a good 
foundation in agriculture and should support the specialized households, develop 
our township and town enterprises, construct small towns and unblock our circula- 
tion channels. We should vigorously develop our rural commodity production. 

We should satisfactorily grasp the technological transformation, reconstruction, 
and extension of our existing enterprises and build a number of key projects 

in order to build up a greater reserve strength to meet the needs of future 
development. We should strive to give play to the advantages of our natural 
resources and third-line enterprises in order to enable our provincial economy 
to develop more rapidly while making more contributions to the whole country. 
Our province abounds in mineral resources and its reserves of vandium, titanium, 
iron, lead, zinc, sulfur iron, phosphorus, cement ore, limestone, marble, 
mirabilite and so forth are the richest among various provinces, municipalities, 
and regions. The exploitable hydroelectric resources rank first in the whole 
country. Moreover, most of these hydroelectric resources are easy to exploit, 
the scope of their comprehensive utilization is wide, and their economic value 
is high. We can speed up the development through various ways and enable some 
latent advantages to become real advantages as soon as possible. It is impera- 
tive for our third-line enterprises to speed up their readjustment and reorgani- 
zation, to readjust their overall layout and product mix, to implement the 
principle of combining military industry with civilian and to vigorously develop 
our new products which have prospects of becoming key products. 


We should increase our investment in developing the intellectual resources, pay 
closer attention to employing people of talent, and train a large number of 
people of talent of various grades and various kinds for our modernization. 

On the one hand, we should further implement the policies toward intellectuals 
and give full play to the roles of the several hundreds of thousands of our 
existing scientific and technological personnel and other people of talent. On 
the other hand, in light of the financial conditions of the state, province, 
municipalities, regions, prefectures and counties, the governments at all levels 
will gradually increase their investment in developing the intellectual re- 
sources and give play to the initiative of all circles in developing schools. 
We should adopt diversified measures to bring up a generation of new people to 
carry out modernization. 
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We should grasp “the construction of the two civilizations" simultaneously and 
ensure the coordinated developments of our economy and warious social under- 
takings. We should continue to properly handle the relations between making 

a living and construction and should adhere to the principle of laying equal 
stress on and simultaneously carrying out the development of our production and 
the improvement of our people's livelihood. On the basis of the development 

of our production, we should properly increase our accumulation of funds and 
carry out some projects that have a relatively great impact on Sichuan'’s economic 
development. While properly increasing our consumption funds in order to mre 
remarkably improve our people's material and cultural livelihood, While speed- 
ing up our economic development, we should quicken the development of science, 
education, radio broadcasting, television, news, press, hygiene, sports and 
other social undertakings and we should also continue to satisfactorily grasp 
our work of birth control. 

Despite quite a few difficulties in constructing a “new Sichuan," we have quite 
a few favorable factors. Under the correct leadership of the CPC Central 
Committee and the State Council, the people of the whole province will emancipate 
their minds, persist in conducting the reforms, enliven the economy and bravely 
open up to the external world toward the orientation pointed out by the 12th 
Party Congress. As a result, ahead of us will certainly emerge a new socialist 
modernized Sichuan! 


CSO: 4006/66 
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PROVINCIAL AFFAIRS 


HEBEI PROVINCIAL INTERNATIONAL ECONOMIC FAIR OPENS 
HKO30918 Shijiazhuang HEBEI RIBAO in Chinese 23 Oct 84 p 1 


{Report by reporters Kong Fandou [1313 4907 2435], Xu Chunlin [1776 2504 2651], 
and Liu Wenbo [0491 2429 3134]: "Hebei Provincial International Economic and 
Technological Cooperation Fair Opens in Shijiazhuang"] 


[Text] Shijiazhuang, 22 Oct—-Today in our provincial capital, Shijiazhuang, the 
autumn weather was clear and crisp, the breeze was gentle, and the sun was 
beautiful. Colorful banners fluttered on the square in front of the south 
building of the Bebei guesthouse. "Strengthen international economic and 
technological cooperation” and "promote the common prosperity of the world's 
economy" were the two great slogans on streamers rising high into the air. 

At 0900, the Hebei Provincial International Economic and Technological Coopera- 
tion Fair solemnly opened. More than 900 people from economic circles both 
inside and outside the country attended the opening ceremony. 


The meeting was presided over by Guo Zhi, vice governor and deputy director of 
the organization committee of the Hebei Provincial International Economic and 
Technological Cooperation Fair. Zhang Shuguang, governor and director of the 
organization committee of the Hebei Provincial International Economic and 
Technological Cooperation Fair, spoke amid warm applause. First he expressed 
his warm welcome to all the people of the economic circles of 29 countries and 
regions, to the Overseas Chinese and Hong Kong and Macao compatriots, and to 
the relevant responsible comrades and representatives of ministries and 
commissions of the state and of sister provinces and municipalities. 


Zhang Shuguang pointed out: In the last few years our province has actively 
implemented the policy of opening to the outside world and expanding economic 
and technological exchanges and cooperation with foreign countries. Our province 
has developed various forms of economic cooperation and technological exchanges 
with some foreign countries and regions in the fields of textiles, the light 
industry, and electronics, and remarkable results have been achieved. With the 
development of the province's modernization program in an all-round way, the 
connection between us and the world market will become even closer and our 
economic cooperation with other countries will grow in breadth and depth. We 
not only want to carry out technological transformation in the existing tradi- 
tional trades, but also want to develop electronics technology, new types of 
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energy resources, new types of materials, and other new industries. We should 
not only satisfy the needs brought by our immediate economic development, but 
should also lay a basis for economic revitalization in the future. Hence, 
there exists a very broad area for conducting mutual cooperation with foreign 
countries in terms of capital, technology, equipment, and the training of 
talented people. 


He said: We will regard the work of absorbing foreign capital, importing 
technology, and strengthening international economic and technological coopera- 
tion as a strategic principle and long-term policy in Hebei'’s economic and 
social development. Therefore, we hope that this fair will carry out work of 
absorbing foreign investment and importing technology to a new stage. 


Zhang Shuguang earnestly hoped that people of the financial circles, entre- 
preneurs of foreign countries attending the meeting, and Overseas Chinese 
would carry out sincere and effective cooperation with us and would make unre- 
mitting efforts and active contributions to the development of our mutually 
beneficial cooperative relations and common economic prosperity. 


Amid joyous music and the pops of firecrackers, Zhang Shuguang cut the ribbon 
at the opening ceremony of the fair. 


That evening, the organization committee of the Hebei Provincial International 
Economic and Technological Cooperation Fair held a banquet. Zhang Shuguang 
proposed a toast to the guests and expressed his warm welcome to the foreign 
friends, Overseas Chinese, and Hong Kong and Macao compatriots who came to 
participate in the fair. At the banquet, the hosts and guests drank toasts 

in the hope that the economic and technological cooperative relations between 
China and other countries would continuously develop. 


CSO: 4006/66 
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PROVINCIAL AFFAIRS 


GUANGZHOU MEETING TO IMPLEMENT OVERALL PLAN 
HK311208 Guangzhou Guangdong Provincial Service in Mandarin 0400 GMT 30 Oct 84 


[Text] This morning the Guangzhou City People's Government held a meeting in its 
hall to implement the overall urban plan for Guangzhou City which had been approv- 
ed by the State Council. The meeting mobilized all units and the masses throughout 
the city to seriously implement the urban overall plan for Guangzhou City. 


Leaders of the province, city, and PLA units stationed there, including 
Liang Lingguang, Zhong Ming, Ye Xuanping, and Shi Yunxiu, and responsible comrades 
of all units concerned attended the meeting. 


At the meeting, the official and written reply given by the State Council on the 
overall plan for Guangzhou City and the written comments made by the provincial 
People's Government were read and the situation in the urban overall plan for 
Guangzhou City was introduced. 


Governor Liang Lingguang and Ye Xuanping, mayor of Guangzhou City, spoke at the 
meeting. Governor Liang Lingguang said: The State Council officially approved 
the overall urban plan for Guangzhou City. This is a major event in the history 
of Guangzhou City's urban construction. The official and written reply given 
by the State Council gives express and definite instructions on the nature, 
scale, and the orientation of the development of Guangzhou City's urban area and 
points out to us the orientation of struggle for Guangzhou City's construction. 
In the future urban construction and the development of all times of work in 
Guangzhou must be subor: .nate to and must embody this main requirement. 

- 
It has been learned that Guangzhou City is now holding a special meeting to 
study the method to carry out the urban plan, to further work out and perfect 
the short-term plan for construction and the plans for special items, to make 
all laws concerning construction, and to put these laws on a sound basis. 


CSO: 4006/66 
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PROVINCIAL AFFAIRS 


HUBEI CPC HOLDS MEETING ON CENTRAL COMMITTEE PLENUM 
HK311058 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 30 Oct 84 


[Text] The Hubei Provincial CPC Committee Standing Committee yesterday held 
an enlarged meeting to convey the spirit of the 3d Plenary Session of the 

12th CPC Central Committee. Guan Guanfu, secretary of the provincial CPC 
committee, and deputy secretaries Wang Guanguo, Huang Zhizhen, Shen Yinluo, 
Wang Qun, and Qian Yunlu attended the meeting. Guan Guangfu presided over the 
meeting. Speaking at the meeting were Guan Guangfu, Wang Guanguo, and 

Huang Zhizhen. 


Guan Guangfu spoke at the beginning and conclusion of the meeting. He said: 
This 3d Plenary Session of was a successful one. It is of great importance in 
the history of our party and will have a far-reaching impact on the future of 
our country. As many improvements had been made in organizing and holding 

the meeting, this session was also highly efficient. The comrades who attended 
the 3d Plenary Session also paid a visit to some units and areas in the capital, 
thus widening their fields of vision. Based on the principle of integrating 

the fundamental tenets of Marxism with China's realities, the decision on reform 
of the economic system adopted by this session makes an explicit exposition on 
the necessity and urgency of accelerating the reform of the economic system with 
the stress on the cities, and puts forth the orientation, nature, and tasks, as 
well as various basic policies and principles for the reform. It is a programmatic 
document guiding the reform of the economic system in our country, which will 
produce a far-reaching impact on both internal and external affairs. 


Guan Guangfu continued: At present, in order to implement the spirit of the 

3d Plenary Session of the 12th CPC Central Committee, it is necessary to do a 
good job in the following three respects: 1) It is necessary to conscientiously 
study the documents of the 3d Plenary Session and gain a good understanding of 
their spiri:; 2) It is necessary to carry out investigation and study on reform 
of the economic system; and 3) It is necessary to put forth some concrete plans 
for the reform, based on the investigation and study. The Standing Committee of 
the provincial CPC Committee has decided that an enlarged meeting of the provincial 
CPC committee will be held at an appropriate time during November to further 
study and implement the spirif°of the 3d Plenary Session of the 12th CPC Central 
Committee. 


Apart from the provincial CPC Committee Standing Committee members, also attend- 
ing the meeting were members of the provincial Advisory Committee; the party- 
member responsible comrades of the provincial People's Congress Standing 
Committee; the provincial government; the provincial CPPCC; responsible comrades 
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of the provincial Discipline Inspection Committee; responsible comrades of 
various departments and committees of the provincial CPC Committee and pro- 
vincial-level committees, offices, departments, and bureaus of state organs 
and cooperations; responsible comrades of the party groups of various mass 
Organizations; party-member responsible comrades of large factories and mines, 
universities and colleges, and scientific research units; responsible comrades 
of the CPC Committees and government s of various cities and prefectures; and 
responsible comrades of the liaison groups of the committees directly under 
the CPC Central Committee stationed in Hubei, altogether totaling more than 
350 participants. 
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PROVINCIAL AFFAIRS 


SHANDONG PEOPLE'S GOVERNMENT STUDIES 3D PLENUM DOCUMENT 
SK312250 Jinan Shandong Provincial Service in Mandarin 2300 GMT 30 Oct 84 


[Text] On the afternoon of 30 October, the provincial people's government held 
an enlarged meeting of all component members to relay the guidelines of the 

3d Plenary Session of the 12th CPC Central Committee and to make arrangenents 
for the successful study and implementation of the plenum decisions. 


Lu Maozeng, deputy secretary of the provincial CPC committee, who had partici- 
pated in the 3d Plenary Session of the 12th CPC Central Committee, relayed the 
guidelines of the plenum. Li Zhen, deputy secretary of the provincial CPC 
committee and vice provincial governor, presided over the meeting and spoke. 


The meeting held: The 3d Plenary Session of the 12th CPC Central Committee is 
another session with great historical significance in our party history. The 
CPC Central Committee's decision on the economic system reform, adopted at its 
third plenary session, has elucidated the necessity and urgency of accelerating 
the reform of the entire economic system placing emphasis on the urban areas, 
has stipulated the direction, character, tasks, and basic principles and 
policies of the reform, and has solved a series of theoretical and practical 
problems arising in the reform, the line with the fundamental tenets of 
Marxism-Leninism and with the reality of China. Therefore, this decision is a 
programmatic document guiding our country's reform of the economic system. 


The meeting pointed out: The current mijor tasks of people's governments 

and economic departments at all levels across the province are to conscientious- 
ly study the CPC Central Committee's decision on the economic system reform, to 
repeatedly and thoroughly study this decision in line with the reality and 
through various feasible forms, to truly comprehend the essence of the decision, 
to seek unity in thinking through the guidelines of the 3d Plenary Session of 
the 12th CPC Central Committee, and to further deepen the understanding of 
building a Chinese-type socialism. 


The meeting stressed: In the course of studying this decision, efforts should be 
made to go deep into the reality to conduct investigation and study, sum up 
experiences, and study new situations and problems. Efforts should also be made 
to further emancipate the mind, overcome the Leftist influence, get rid of out- 
moded habits and conventions, and combine the study and implementation of the 
documents of the third plenum and the economic system reform with the other 
current items of work so as to fulfill or overfulfill the state's economic con- 
struction tasks for 1984. 
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PROVINCIAL AFFAIRS 


BRIEFS 


NEI MONGGOL ECONOMIC INSPECTION GROUP--The economic inspection delegation from 
Nei Monggol Autonomous Region has concluded its visit to the region, and de- 
parted Urumqi by plane today. During its visit to the region, the economic 
inspection delegation has actively achieved an understanding of the region's 
strategic plans for development construction, as well as the specific measures 
for the preparatory work. In addition, it has exchanged with the region 
experience in opening to the outside world and importing foreign capital and 
technology. In Urumgi, the delegation visited the (Tianshan) Woolens Company 
Limited, a joint venture of China, Hong Kong and Japan. It also visited 
factories and rural areas in Kashi and Turpan, and some rural specialized 

and major households. [Text] [Urumqi Xinjiang Regional Service in Mandarin 
1300 GMT 30 Oct 84) 


HUNAN ECONOMIC DECISIONS—-The 9th Session of the 6th Hunan Provincial People's 
Congress Standing Committee concluded on the afternoon of 27 October. The 
plenary session held yesterday afternoon adopted the decisions of the Hunan 
Provincial People's Congress Standing Committee on protecting the legal 

rights and interests of rural specialized households, on strengthening work 

of reform of criminals through labor, the provisional local regulations on legal 
procedures drawn up by the Hunan Provincial People's Congress Standing Committee, 
and also some changes of personnel. [Text] [Changsha Hunan Provincial Service 

in Mandarin 2300 GMT 28 Oct 84} 
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ECONOMIC PLANNING 


URBAN ECONOMIC REFORM DISCUSSED 
Beijing CONGREN RIBAO in Chinese 6 Jun 84 p 2 


[Article by Song Tingming [1345 1694 2494]: "Urban Economic Reform 
Since the 3d Plenary Session of the llth CPC Central Committee”] 


[Text] Since the 3d Plenary Session of the llth CPC Central Committee, 
under the guidance of the eight-character principle of “restructuring, 
reforming, consolidating and improving” formulated by the Central 
Committee, we have begun to carry out a series of exploratory reforms in 
the urban economic system, beginning with the reform of the relationship 
between the state and the enterprises, from expanding autonomy for 

specific enterprises to having all cities implement comprehensive pilot 
reforms, from the microeconomy to the macroeconomy and from economic 

bases to superstructures. In summary, there are 10 primary aspects of this 
reform movement: 


1. Expand Enterprise Autonomy, and Universally Implement the Economic 
responsibility system. 


Aiming at countering our past shortcomings in which the authority over 
economic management was concentrated exclusively in the various levels 

of the administrative departments, we began in 1979 to carry out the trial 
expansion of enterprise autonomy. In 1982 we extended the experience of 
the Shoudu Iron and Steel Plant and other enterprises, which had 

involved the use of an economic responsibility system that completely 
integrated responsibility, authority and profit. This spring, the 
managers and directors of many enterprises requested one after another 

that they “be untied,” and the State Council accordingly put forth the 
"Temporary Regulations Concerning the Further Expansion of the Autonomy 

of State-owned Industrial Enterprises," which further expanded the autonomy 
of enterprises in the areas of production and management plans, product 
retailing, product pricing, materials procurement, utilization of funds, 
management of capital, establishing organizations, labor relations, wages 
and bonuses and joint management and which created the conditions necessary 
for enlivening the enterprises. 


2. Permit the Simultaneous Existence of the Components of a Diversified 
Economy, and Support and Encourage the Development of Municipal and Township 
Collectives and the Individual Economy. 
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After the Third Plenum, we corrected the erroneous leftist viewpoint 

of the "bigger" the "more equitable the better" regarding the question of 
ownership system,s permitted the components of a diversified economy and 
diversified management to exist simultaneously and supported and protected 
the development of municipal and township collective and individual economies. 
By the end of 1983, the number of staff and workers in the entire nation's 
municipal and township collective ownership system had already reached 

over 27 million persons. The number of individual laborers increased to 

more than 2 million persons, making the economy flourish, expanding 
employment and making things more convenient for the masses. 


3. Carry out Comprehensive Reform on a Trial Basis, and Explore Paths 
of Urban Reform. 


In order to give full play to the economic role of central municipal 
units, we began in 1981 with the approval of the State Council to carry 
out a comprehensive reform of the economic systems on a trial basis in 
Shashi in Hubei, Changzhou in Jiangsu and Chongqing in Sichuan and 
attained fairly impressive results. At the end of April of this year, 
the State Systemic Reform Committee convened in Changzhou a working 
conference on the trial reform of the urban economic system. They 
exchanged experiences, requested that there be further breakthroughs in 
the city's reform, simplified administration and loosened the limits of 
authority, enlivened the enterprises, opened up the market, enlivened 
circulation and decided to add Wuhan, Nanjing, Dandong, Mudanjiang, 
Hengyang, Anyang, Bengbu Foshan and Jiangmen to the list of pilot reform 
cities. 


4. Readjust Industrial Structures and Promote the Reorganization and 
Integration of Enterprises. 


Since the Third Plenum resuiution reduced the capital construction front, 

we have guaranteed the priority development of agriculture, textiles 

and light industry; carried out the extensive reorganization and integration 
of enterprises; developed standards for the economic integration of 
enterprises; and established a group of special corporations and integrated 
systems crossing industrial, departmental and regional lines. By the 

end of 1983, there were altogether more than 2,400 industrial corporations 
and entire factories throughout China that had been reorganized or 
established, with the number of workers reaching 11 million, or 36 percent 
of the nation's entire workforce. 


5. Reform the Circulation System, and Make a Strong Effort To Develop 
the Production and Exchange of Commodities. 


Over the past few years we have carried out the "three increases and one 
reduction" (increase diversified economy components, increase channels of 
circulation, increase forms of diversified management and reduce the 
number of links in the circulation system). We eliminated the coupon 
supply method for dozens of commodities, implemented a new circulation 
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system opening up the cities and the countryside to one another, permitted 
the state-owned industries to extend themselves into the villages and 

let supply cooperatives and individual peasants start entering the cities 
to set up stores. We revived the cooperative economic nature of the supply 
cooperatives and opened up agricultural trade markets in the cities. 

In Chongqing's reform of its wholesale businesses, the municipality 
established industrial product trade centers. Now enterprises owned by the 
whole people, collectives and individuals can all go there to do business. 
i‘hey also began reforming the circulation system. With respect to the 
management of materials, they also broke up the restriction under which 

the means of production are not considered commodities and opened up 
markets of production. Moreover, they began to break the bounds of 
different trades and coordinated the organization of the supply of materials 
on the spot. 


6. Reform the Financial, Credit and Wage System, and Give Full Play 
to the Regulatory Role of Economic Levers. 


In the financial system, we should implement one after another responsibility 
systems for revenues and expenditures, payment according to one's amount of 
work and the first step of the process of swiching from turning over 
profits to paying taxes. In the fourth quarter of this year we will begin 
to implement the second stage in the process of switching from profits to 
taxes. With respect to the pricing system, we implemented a method of 
affixing prices under which state-fixed prices, enterprise-fixed prices 

and freely fixed prices all correspond to one another. We freed up the 
prices of small commodities and permitted the implementation of floating 
prices for some projects. In the banking system, we switched from the 
practice of having administrative units issue funds for capital 
construction investment to the use of bank loans. We returned enterprises 
floating funds to the banks for unified managment, had the people's banks 
take over the duties of the central bank and moreover, established 
industrial and commercial banks. With respect to the wage system, we revived 
one after another piece-rate wages and bonus systems, eliminated the even 
distribution of bonuses and carried out the levying of progressive taxes 

on excessive bonuses. Some enterprises have implemented trial wage reforms 
such as the use of different wage rates according to the jobs performed, 
fluctuating wages, floating promotions and wages paid in return for 

outlays of expenses. And some provinces and cities reformed their labor 
utilization systems by switching from fixed wage systems to contract 
systems, 


7. Reform the Scientific Education System, and Further the Coordinated 
Development of Society, the Economy and Science and Technology. 


A few of the scientific research units engaged in applied and basic 
research into technological development have made use of compensation 
contract systems in dealing with foreigners, hove used systems whereby 


work on technological problems is done on a contract basis and scientific 
research fund systems, have founded a group of integrated scientific 
research (teaching and learning) production systems and have established 
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talent exchange and technical service organizations. A market for 
technology has developed, and we have started to provide compensation 
for the transfer of technology. 


8. Carry out the Regional Economic Plan, and Establish Various 
Kinds and Sizes of Economic Zones. 


The State Council has in succession set up three program offices for the 
Shanghai Economic Zone, the Shanxi Energy Base and the Northeast Energy 
and Transportation Base. The Shanghai Economic Zone Program office has 
organized 10 joint conferences for various trades in the 10 cities and 
55 districts in the zone for the purpose of carrying out organized 
investigation and study, and these conferences have advanced 
technological and economic cooperation. 


9. Implement New Systems Under Which the Cities Provide Leadership 
to the Districts, and Give Full Play to the Organizational and Economic 
Role of the Central Cities. 


There are already 120 cities that have implemented reforms in which 
they provide leadership to more than 500 surrounding districts, and they 
have further economic relations between the cities and the countryside. 


10. Carry out the Open-Door Policy, and Further International 
Economic and Technological Exchange and Cooperation. 


After the Third Plenum, the Central Committee made a number of successive 
decisions to carry out special policies and enlivening measures with 
respect to the two provinces of Guangdong and Fujian. It established 

the four special economic zones of Shenzhen, Zhuhai, Xiamen and Shantou, 
and this year it also decided to open up 14 coastal port cities and 
Hainan Island. At this point China has already attracted 14 U.S. $1.4 
billion in foreign investment, and the reform of the foreign trade system 
is also being explored. 


Although the 10 aspects of the reform mentioned above are still in 
their early stages, they have established a firm foundation upn which 
we can carry out urban reform, and we have accumulated important 
experience. 
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ECONOMIC PLANNING 


ECONOMIST DISCUSSES ECONOMIC DEVELOPMENT OF WESTERN YUNNAN 
Kunming YUNNAN RIBAO in Chinese 18 Jun 84 p 3 


[Article: "Economist Yu Guangyuan Discusses Economic Development of 
Western Yunnan"™] 


[Text] China's economist Comrade Yu Guangyuan, after a special trip 
to investigate Dali Bai Autonomous Prefecture in western Yunnan and 
developed some of his viewpoints about the problems of planning in the 
territories of western Yunnan. His main points are as follows: 


1. The strategy of the economic and social development of western 
Yunnan is a two-sided problem. There are two kinds of production: on 
the one hand, to contribute to the construction of the whole nation and 
at the same time to buy the necessary products for developing western 
Yunnan; on the other hand, to develop products that satisfy the needs of 
the local people. The transportation situation of western Yunnan is not 
good, and it is difficult to transport the local products to the outside. 
At the same time, it is also difficult to transport merchandise from the 
outside to here, so that they can protect their own industries and avoid 
destroying their natural resources. Before improving the transportation 
situation, one has to pay more consideration to the latter, which includes 
the whole of Yunnan. 


2. He suggests cultivating and advocating “model households for 
scientific living," which include problems of how to live, how to spend, 
how to raise the level of culture, etc. After the families take on 

the "contract," their function within the society and economy will 
increase. The new policy of scientific and technical production and 

the new lifestyle can be demonstrated; people should not be forced, but 
the volunteer advanced element, members of party and cadres should take 
the lead. 


3. Yu hopes that prefectures autonomous prefectures, and cadres will 
place the problems of people's lives on that locality's daily agenda. 

At present, some of the cadres always think that the habits and customs of 
the crowd are backward, that their ideas are conservative and that it 

is difficult to change this situation. As a matter of fact, this is not 
so. There are many roofs which are made of iron sheeting in Dehong and 
Reli. This explains why the crowd felt the inconvenience of using roofs 
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of grass; the material is changeable. Another example is the cope and 

blanket used by the Dai ethnic group. From the viewpoint of the crowd, 

in order to improve and go forward a little bit, local resources are 

used to produce some new designs, colors and varieties. The above- 

mentioned way is used as a guideline to improve the development of production, 
habits and customs. 


4. The sugar industry in Dehong should be developed to a certain extent, 
but a single function is not enough, it has to be “multi-functional.” 

If Baoshan plants more broad beans, not only can it fertilize all the 
soil, but it can also feed pigs and oxen and increase the fertilizer. It 
is a good thing to undertake milk product processing, to increase the 
supplies of meats and to establish the proper ecological circulation of 
farming, forestry and animal husbandry. 


5. There are many mixed forests in Yunnan, but so far these valuable 
mountains had not been utilized, and are still covered with wild crops. 
They need to be developed into a gathering-type economy. This is done not 
only to keep up a good rate of production but also to properly utilize 

the forests and to acquire good economical results. 


6. Dali City has to have a plan for development planning, and the arts 
and architecture are underdeveloped at present. The landscape of 

Dali is very beautiful, but its houses are very broken and old, and the 
newly built buildings are all the same style. From this point, it is not 
good. 


7. The non-ferous metal resources of western Yunnan are very 

abundant. There are three strategies for non-ferrous metals: to 

satisfy the needs of our own country, to establish the strategic reserves 
of non-ferrous metals for our own country and to wait for the right price 
to sell. There are many capitalist countries which increase their 
reserves and lower the price of the international market; the more we 
export, the more they accumulate capital by lowering prices. We not only 
would lose the resources but also would not acquire more foreign 
currency. Therefore, our position would be changed from a superior 
position to an inferior position. Whenever undertaking the research of 
possibilities, an analysis of the efficiencies of the whole society has 
to be added; otherwise it would not have the characteristic of 

socialism, Economic work must be opened up, planning work must be based 
on “the policy of wise people," it cannot be done well by a few people 
and the level of planning cannot be raised. 


8. Western Yunnan has great natural resources; it needs power to change 
and develop them. There is a process of accumulating power in Yunnan. 
The power includes capital, material and more importantly, direction and 
method, Only if we proceeed with eyes opened will everything be easy. 


At present, there is insufficient emphasis on the assistance of 
intelligence as only money needed for investment is regarded, To avail 
ourselves of Yunnan's intellectual resources, we must encourage those 
who withdraw to the second line. 
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9. Yunnan is an underdeveloped area, but many cadres do not have 

the talents to acquire money, and especially they do not have the talent 
to spend it. Only after undertaking developmental strategies can planning 
be done well. Only when the directing ideas are clear, a blueprint exists, 
and concrete planning has been undertaken, can the proper action be 

taken. One must establish various enterprises on the sound basis of 
science. 
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ECONOMIC PLANNING 


CITY, TOWN DEVFELOPMFNT IN BEIJING-TLIANJIN-TANGSHAN RFECTON 


Hunan JINGJI DILI [ECONOMIC GEOGRAPHY] in Chinese No 3, Aug 84 
p 171 


[Article by Sun Panshou [1327 4149 1108] and Ye Shunzan [5509 
5293 6363], Institute of Geography, Chinese Academy of 
Sciences: “The Structure of the Urban System in the Beijing- 
Tianjin-Tangshan Region and Prospects for the Development of 
Various Types of Cities and Towns"*] 


[Text] The Beijing-Tianjin-Tangshan region comprises the five 
administrative districts of Beijing Municipality, Tianjin 
Municipality, Tangshan Municipality, Qinhuangdao Municipality 
and the Langfang district of a total area of 55,000 square kn. 
The principal component of this region is the industry of the 
three municipalities of Beijing, Tianjin and Tangshan, which 
makes it the most important economic key region of North 
China. Close and long-standing natural and socioeconomic 
relations have existed between the three major cities in this 
region and between these cities and the other parts of the 
region. They are linked by the system of waterways, by the 
distribution of water resources, and they also share a common 
network of communications and transportation, a high-tension 
network and other facilities. These basic installations of a 
regional nature fuse the entire region into one entity, in 
which many important common problems exist that require a 
unity of coordinated action to bring about their solution. 


The following are to be found in this region: 1. Five key 
cities organized as municipalities, namely Beijing, Tianjin, 
Tangshan, Qinhuangdao and Langfang, differing widely in rank 





* This article is based upon the task of the “Group for Comprehen- 
sive Land-use Planning for the Beijing-Tianjin-Tangshan 
Region." Others taking part in the survey and research of 
cities and towns in this connection were Comrades Liang 
Huashan [2733 54578 1472], Sun Junjie [1327 0193], Yang 
Tingxiu [2799 1694 4423] and Cai Jianming [5591 1696 2494]. 
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and status. 2. Thirty-six industrial and mining cities and 
towns and communication centers, differing greatly in scope 
and sizes, such as Yanshan, Dayu (Mentougou), Changxindian, 
Tanggu, Hangu, Dagang, Tangshan Dongtangqu, Binhecun 
(Qiananxian), Tuozitou, Nanbao (Zhangzhuangzi) and Shimenzhai. 
3. Thirty-nine local cities and towns, evenly distributed and 
not varying greatly in size, of these 36 are cities, such as 
Tongzhou, Changping, Jixian, Yangcun (Wuqingxian), Sanhe, 
Guan, Baxian, Dacheng, Fengrun and Changli. Three are organ- 
ized as towns of county-seat or lower rank, namely Shengfang, 
Duliu and Tangguantun (organized as towns and belonging to the 
two counties of Fangshan and Changping are Liangxiang, 
Zhoukoudian, Liulihe, Xinzhen, Nankou and Shahe; being mainly 
of the nature of industrial and mining towns, they are in- 
cluded in the category of “industrial and mining cities and 
towns and communication centers"). 


All these 80 cities and towns perform different functions, are 
of different status and play different roles. As they have 
developed over the years and in the course of the socialist 
construction since the founding of the PRC, they have become 
one organic composite and one core developmental network 
system of unequally ranking parts; the major cities in this 
region occupy a position of nationwide importance in the 
country's urban system. The future development of this region 
will one step further promote new developments in urbanization 
and is demanding a rational adjustment of of the structure of 
our urban system. 


1. Special Structural Features of the Urban System in the 
Bei jing-Tianjin-Tangshan Region 


The special structural features of the urban system in a 
particular region manifest the special features of the said 
region's functions in the nationwide division of labor, it 
also reflects the differences of geological factors within the 
region and structural peculiarities of the region as well as 
the developmental peculiarities in the various types of cities 
and towns. 


1) The two major cities, Beijing and Tianjin, in close proxim- 
ity to each other, fulfill the functions of political center 
of the country and largest economic center of North China, 
respectively. 


Beijing, a key city as a hub of land communications, has been 


many times throughout history the political center of the 
whole country. After liberation, under the conditions of 
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complete unification of the country, the political role of 
Beijing as capital has been enhanced to an unprecedented 
scale. Simultaneously, ever since the founding of the PRC, 
construction in the capital has had all branches of trade and 
industry advance and flourish and had industrial construction, 
particularly also science and education, advance by leaps and 
bounds. Beijing has presently a complete range of industries 
with a solid foundation. Its output value already exceeds 
that of Tianjin and makes it the second largest metropolis of 
the country, only second after Shanghai. Its population in 
1982 reached 4,768,000. As to Tianjin, the hub of water 
transportation in this region, it developed from the supplier 
by water transport of grain to the capital and trading center 
into the largest industrial and commercial port of North 
China. Tianjin relied on the progress of Beijing, the 
capital; every phase of Tianjin's development was closely 
bound up with Beijing, whether in the olden days as the center 
for the grain transportation at the intersection of the Grand 
Canal and the Haihe River, or in modern times as a port for 
international trade. However, the reasons why Tianjin could 
become the third largest metropolis of the country, a munici- 
pality directly under the central government (its population 
in 1982 was 3,923,000), were mainly its very favorable geo- 
graphical location and its harbor. Owing to the special 
geographical location and favorable developmental conditions, 
this region has now two cities, both municipalities directly 
under the central government, that are very close to each 
other in distance (137 km) and whose borders adjoin. Each has 
its own main developmental orientation, but both are 
interdependent and both help each other forward. This 

Bei jing-Tianjin-Tangshan region is a peculiar phenomenon in 
city distribution among all the main economic zones of China. 
The important political and economic position of the two 
cities of Beijing and Tianjin establish them as backbone 
cities of decisive significance for this area. 


2) The differences in regional conditions within this region 
has brought about the formation of two areas of urban systems 
with different functional characteristics: the key Beijing- 
Tianjin area of urban development of nationwide significance 
and the industrial, mining and communication development area 
of Jidong [East Hebei]. 


a) The key Beijing-Tianjin area of urban development comprises 
the two municipalities of Beijing and Tianjin and the Langfang 
district. In this area, the two cities of Beijing and Tianjin 
exercise a strong influence on the development of the other 
cities and towns, even subordinating the development of the 
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other cities and towns to the developmental needs of the said 
two cities. 


First, it is the urban development within the area under the 
administrative control of the two municipalities of Beijing 
and Tianjin which is subordinated to the needs of the central 
cities. For instance, as a result of development, construc- 
tion and efforts to disperse industry and population away from 
the central city by Beijing Municipality since the founding of 
the PRC, 24 cities and towns have been set up with different 
characteristics, functions and proportions. The main four 
cities and towns of Tongzhou, Huangcun, Yanshan and Changping, 
which are suitably located, are economically important, 
culturally valuable and of high environmental quality, have 
been built up as satellite cities, accommodating enterprises, 
industrial units and population that are being dispersed from 
the city. Other important cities and towns in the suburban 
area that have been prominently developed are Fengtai (railway 
hub), Changxindian (locomotive and rolling stock factory), 
Tianzhu (airport), Xinzhen (scientific research), Nankou 
(machinery), Shahe (metallurgy and machinery), Liangxiang 
(electric engineering), Dayu (coal mining), Liulihe (building 
materials), Zhoujiadian (building materials) and others. 
Satellite towns along the coast that are Tianjin's prominent 
construction projects are Tanggu (port, industry), Hangu 
(seawater chemical industry) and Dagang (petroleum industry). 
Industrial satellite cities and towns in its suburban area are 
Yangliuqing (machinery, electricity), Dananhe (textiles), 
Junliangcheng (electricity, chemical engineering) and 
Xianshuigu (instruments and meters), and also the county-seat 
of Jixian County (tourism, building materials and foodstuff 
industry). 


Second, the two cities of Beijing and Tianjin have a strong 
impact on the urban development of the Langfang district, 
located between them. Sanxian County in the northern part and 
Guan County in the southern part of that district are 
extensions of the Beijing commercial sphere; Langfang itself 
and five cities and counties in the southern part of the 
district are extensions of the Tianjin commercial sphere. 
Langfang City is located on the trunk railway line from 
Beijing to Tianjin, 60 km away from both these two cities. It 
has gradually developed from a railway market town of 3,000 to 
5,000 people to become a county city, the seat of the local 
government (split off from Tianjin to which it had originally 
belonged). From then on, local industry gradually developed, 
and from the 1970's on, many units directly under the central 
authorities but made to stay outside of Beijing have moved 
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into this place one after the other, turning it into a small 
city of 100,000 inhabitants (made municipality in March 1982). 
However, the local industry in this city is still not yet as 
well developed as in the rural township enterprises, and its 
production is not as well linked up with Beijing and Tianjin 
as that of the rural townships. Generally speaking, the 
connections of the rural township enterprises of that city 
with Tianjin are twice of those with Beijing, while water and 
electricity for the Langfang district is supplied by Beijing; 
material supplies received from Beijing exceed those received 
from Tianjin. Passenger traffic between the district and 
Beijing and between the district and Tianjin is at the ratio 
of 3:2. In future the city will continue to retain an influx 
of population from Beijing. Its economy will develop in such 
lines as food, light, textile and processing industries 
serving the Beijing and Tianjin markets while the size of its 
population could possibly double and redouble. 


Apart from Langfang, the cities of Yanjiao (Sanhexian) and 
Wanzhuang (the former Ancixian) could also possibly become 
"satellite cities outside the city," because they are close to 
the city limits of Beijing, they have the facility of a trunk 
railway line at their disposal and they will possibly also 
retain enterprises, industries and population from the central 
authorities. They are twice or three times as large In size 
as the common rural township centers. The various counties in 
the Langfang district are much influenced by the two cities of 
Beijing and Tianjin; they show a fairly high degree of indus- 
trialization and urbanization. Compared with the counties in 
the Jidong area, their industrial output value is about @1l 
percent higher and the size of their county-seat cities is 
generally about 5 percent larger. 


b) The industrial, mining and communication development area 
of Jidong comprises the area under the jurisdiction of the two 
cities of Tangshan and Qinhuangdao. The emergence and devel- 
opment of cities and towns in this area has mainly resulted 
from the development of industrial resources and of communi- 
cations. There is here an abundance of coal, iron ore and of 
other natural resources, widely distributed. The Jidong plain 
is also the absolutely essential place where traffic to and 
from outside the Wall has to pass, traversed east to west from 
one end to the other by such trunk railway lines, already 
existing or in the process of being built, as the Beijing- 
Shanhaiguan, the Beijing-Qinhuangdao, the Tongzhou-Tuozitou 
and the Dayu-Chinhuangdao trunk lines and the Beijing- 
Shanhaiguan national highway, leading to the eastern end of 
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this area to Qinhuangdao for exit through the pass (the 
Shanhaiguan Pass) or toward the harbor of Qinhuangdao. 


The municipality of Tangshan with its rich coal resources and 
long history of mining is the largest economic, political and 
cultural center of the Jidong area. It has jurisdiction over 
10 counties (split off from Qinhuangdao Municipality), and in 
population and scale of industry it exceeds Shijiazhuang, the 
capital of Hebei Province, Tangshan ranking 25th in the whole 
country. However, in political status, industrial output 
value and the extent of its hinterland it lags far behing the 
provincial capital, therefore ranks third grade in the grading 
system for the cities of the country. In coal, iron, steel 
and building materials production, Tangshan Municipality 
occupies an important position in the country. Its products 
serve in the first place the developmental needs of Beijing 
and Tianjin, the area mainly relies on Tianjin and Beijing for 
the supply of its consumer goods for daily use and products of 
the light and textile industries. There are close social and 
economic ties between the three municipalities of Beijing, 
Tianjin and Tangshan, which together form the principal 
economic body of this region. 


The city of Qinhuangdao developed following the construction 
of the Beijing-Shanhaiguan railway line. Because of its 
favorable harbor conditions, it rapidly became the port for 
exports of Jidong coal and also built up its own industry and 
itself as a city. Following continuous extensions of its 
harbor, it has by now become the third largest Chinese harbor, 
the largest harbor for the export of energy resources, also 
for the exportation of Shanxi coal and Daqing petroleum and 
other export commodities from North China and certain parts of 
the Northeast. By the end of this century, this port will be 
able to handle about 100 million tons of cargo. The Beidaihe 
area of this municipality is the largest rest and recreation 
base in North China, also mainly serving the staff and workers 
of Beijing and Tianjin. Although Qinhuangdai is only a 
medium-size city with a population of 264,000 (in 1982), it 
could still be listed as a third grade city in the grading 
system for cities of the whole country, because of its special 
position as a port and as a rest and recreation base. 


There are other small industrial, mining and communication 
towns in Jidong. Coal mining towns of this nature, relying on 
development by Tangshan Municipality, are Qianjiaying (Fengnan 
County), Hancheng (Fengrun County) and Linnancang (Yutian 
County). Iron ore mining towns are Binhecun (Qianan County) 
and Shirengou (Zunhua County). Limestone producing places are 
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Houtun, Wangguantun (Fengrun County), Tuozitou (Lanxian). Of 
local railway centers, there is, apart from Touzitou, Shaheyi 
(Qianan County). Near Qinhuangdao Municipality there are 
Shimenzhai, a mining town (producing coal and limestone), 
Nanbao (salt and chemical engineering) on the coast of Fengnan 
County and other places. These industrial, mining and 
communication towns are of a scale of only a few thousand to 
10,000 or 20,000 inhabitants. 


The urban system of the Beijing-Tianjin-Tangshan region 
actually only comprises the urban system in the direct 
influence sphere in areas east of the capital. Around the 
capital, there are also urban systems under second-grade key 
cities, such as Baoding, Chengde, Zhangjiakou and others (they 
rank third grade in the grading system for all Chinese cities; 
historically, they all used to belong to the national capital 
and its suburbs). Furthermore, the city of Cangzhou has 
historically had a subordinate relationship to Tianjin 
Municipality; there are convenient traffic links so that the 
relationship between the two cities is very close. By certain 
of their functions, all these cities are bound up with the two 
municipalities of Beijing and Tianjin. 


c) In the grading system of urban dimensions, there have been 
very uneven developments. Large cities have developed fast, 
their functions have become duplicative and they have become 
excessively inflated. Medium and small-size cities have 
developed very slowly, remaining backward in constructions and 
unable to play the role they deserve to play. 


The population of the three large key cities, Beijing, Tianjin 
and Tangshan, has increased at an excessive rate and the size 
of the cities has grown unduly large. From 1949 to 1980, the 
population of the three cities increased 1.6, 0.7 and 1.8 
times, respectively. In particular the absolute population 
figures of the two metropolises, Beijing and Tianjin, in- 
creased far ahead of any other city in China, and the increas- 
ing trend is, moreover, continuing. In the 6 years following 
the “cultural revolution” (1976-1982), the population of the 
municipal area of Beijing increased by 980,000, an annual rate 
of increase of as high as 3.9 percent, in recent years at the 
high net increase rate of 50,000 to 60,000 persons a year. 

The increase in Tianjin was 590,000, its rate of annual 
increase 2.6 percent and the average annual increase in recent 
years 20,000 persons a year. Tangshan lost 242,000 persons in 
the large earthquake of 1976, but after only a few years its 
population had recovered very quickly and in 1980 had already 
exceeded the pre-earthquake figure by over 100,000, an 
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increase of over 25 percent and is growing in recent years 
at a net rate of 10,000 a year. 


This rapid inflation of the population in the big cities is 
mainly due to the development of production and better living 
conditions in this type of cities, having people as well as 
business and industrial enterprises scramble to move into the 
cities. Another reason is that every city strives to become 
self-sufficient, strives to achieve a basic industrial system 
that is “big and complete,” which again causes much duplica- 
tion in economic construction. This is most obviously 
reflected in the identical industrial structure in the two 
cities of Beijing and Tianjin. Both cities have developed 
certain unnecessary or unsuitable industrial sectors, have 
agerevated the environmental load and increased the urban 
population. For instance, the staff and workers of two 
companies alone, the Capital Iron and Steel Corporation and 
the Yanshan Petrochemical Corporation, account for 5.6 percent 
of the total staff and worker population of Beijing 
Municipality. The population of the Yanshan district accounts 
for 7.6 percent of the urban population of the outer suburban 
district of Beijing. Furthermore, because of the concentra- 
tion of high authority in Beijing, and also to facilitate 
business management, many foreign trade organizations have 
established themselves in Beijing one after another, and not 
at the port city and industrial and commercial city of 
Tianjin. This circumstance has also adversely affected 
Tianjin as to its proper functions and has added to the load 
of functions to be performed by Beijing. 


Contrary to the conditions in the three large cities of 
Beijinea, Tianjin and Tangshan with their excessive 
concentration of industries and population, the development 
has been very slow in the medium and small-size cities and 
towns of this region. They have remained backward, 
economically and culturally, have low standards of livelihood 
service facilities, are poorly equipped to function as bonds 
between the key cities and the basic-level areas, are hardly 
able to attract industries or population being dispersed from 
the key cities and are hardly able to serve as places for a 
rationally readjusted distribution of industries and urban 
population or as bases for the modernization of the rural 
areas. 


A comparison of the basic conditions in the three large well- 
developed areas of urbanization, the Bei jing-Tianjin-Tangshan 
area, the Changjiang River delta area and the south-central 
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part of Liaoning Province (see table), will reveal that the 
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Large Regions of Urban Conglomeration 
figures, except for towns (organizational 
for which 1979 figures are used) 
Average No of| Ratio of Ratio of 
Cities/Towns | Nonrural City/Town 
per 10,000 to Total to Total 
Square km | Population Population 
(2) (Z) 
7.6 40.0 38.8 
7.8 47.3 43.9 
~ ; | 
20.7 26.9 | 24.6 
| 
Ratio of Percentages of Urban Pop. by 
Urban to Non- Different Dimensional Grades 
rural Popul. ; Total | Large |Medium’ Small 
(Z) Urb.Pop. pote nee Cities Cit. 
96.9 100 | 96.51 2.7 0.8 
92.9 100 | 91.2 8.8 VU 
| 
: | 
91.5 100 + 82.1 14.6 | 3.3 
Ratio of Ratio of Non- | Average No of 
Town Popul. | rural Pop. in Towns Under 
to Urban P. | Total Town P. Each County 
(2) (2) (No) 
$3.6 64.5 0.24 
13.6 87.2 1.44 
23.1! 5.8 1.65 








level of nonrural population of the Bei jing-Tianjin-Tangshan 
region is highest in the degree of urban concentration and in 
the degree of concentration of urban population in the big 
cities, namely reaching over 96.5 percent. The 1980 census 
shows that the city population in the three large key cities 
of Beijing, Tianjin and Tangshan account for 78.4 percent of 
the total city population of that region (41, 29.6 and 7.8 
percent each separately), and that the ratio of population in 
the medium and small-sized cities is smaller than in the other 
large regions, accounting for only 3.5 percent of the total 
city population, while the population of regularly organized 
towns accounts for only 8.6 percent of the total city and town 
population. The last two population indexes are more than 5 
percent lower than in the south-central area of Liaoning and 
about 14.5 percent lower than in the Changjiang River delta 
region. The density of regularly organized municipalities and 
towns in our own region is about one-third of that in the 
Changjiang River delta region; it is also lower than the 
density of distribution of cities and towns in the south- 
central Liaoning region. 


In the 30-odd years since liberation, Langfang was the only 
new municipality that has been established, and as far as new 
medium-sized cities are concerned, there have been only 
Qinhuangdao and the Tanggu region belonging to Tianjin 
Municipality. The municipalities of Shengfang, Duliu and 
Tongzhou, established shortly after liberation, were down- 
graded to regularly organized towns, while the municipality of 
Shanhaiguan was incorporated into the municipality of 
Qinhuangdao to form one region, 


County seats account for most of the small towns of the area 
under review (53.4 percent). They are not only small as far 
as the size of their populations is concerned (mostly 10,000 
to 30,000 people), but also show a low proportion of nonrural 
population (57.3 percent). Their economy is also less 
developed than in Suzhou-Wuxi-Changzhou region of southern 
Jiangsu, having an industrial output value of mostly not more 
than 20 to 30 million yuan, and their products having 
basically no competitive strength beyond their county borders. 
In general, all industry within the county serves agricultural 
production or is processing of agricultural and sideline 
products, such as, for instance, chemical fertilizer, cement, 
repair and construction of agricultural machinery, grain and 
oil processing, wine making, etc. with a small amount of light 
and textile industry. They are far from satisfying the 
demands of the developing modernized production of commodity 
agriculture, and are even further away from achieving a level 
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of industrial production of regional significance commensurate 
with the natural resources, manpower and other characteristics 
of the counties in question. 


The relationship of the county-seats and market towns with the 
villages has already expanded from the field of circulation to 
the field of production. Lacking sufficient development in 
these types of cities and towns makes it impossible to solve 
the problem of finding an outlet for the surplus labor in the 
villages. In the villages of the area under review, the 
surplus labor presently reaches 44.5 percent of the total 
available manpower. Promoting the development of the small 
cities and towns in the rural areas (comprising industrial, 
commercial, cultural and service enterprises) is a major 
strategic problem in our country's modernization drive. 


No small success has been achieved in the establishment of 
satellite cities for the two metropolises of Beijing and 
Tianjin and in setting up industrial cities and towns, but 
construction in this respect still lags behind that of large 
southern cities, such as Shanghai and Nanjing, and the role 
played by this type of cities and towns is not yet suf- 
ficiently effective. For instance, the urban population in 
the satellite cities of this region is only slightly more than 
half of the urban population of the suburban area, while in 
Shanghai the population of the satellite cities accounts for 
73 percent of the urban population in the suburban area. 


2. The Functions and Developmental Orientation of the Three 
Large Cities 


If a region is under the jurisdiction of different provinces 
or municipalities and is not subjected to economic zoning, 
land-use planning or regional planning, the result will be 
that each province and municipality will always start out from 
the local point of view of that particular province or 
municipality in considering the policy that is to guide the 
construction in the cities distributed in that particular 
region. As a consequence, this is bound to create many 
irrational phenomena in the functional division of labor in 
cities of one and the same region, because they belong to 
different administrative units which lack a uniform plan, 
therefore cannot achieve a comprehensive balance in their 
activities. This is true in the case of the Shanghai-centered 
Ciangjiang River delta region, and the Beijing-Tianjin- 
Yangshan region of North China is also no exception. The 
major problem that presently exists as to the functions of the 
three large cities of Beijing, Tianjin and Tangshan is that 
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there is no sufficiently clear division of their functions. 
The three large cities of Beijing, Tianjin and Tangshan indeed 
have their distinctive functions, as everyone knows: Beijing 
is the nation's capital, Tianjin is a large economic center 
and port, and Tangshan is a major industrial city based on 
coal mining. However, there are also functions of a common 
nature, such as industry, which has such a large impact on the 
development of these cities and which, when mutual division of 
labor is not sufficiently defined, unavoidably creates prob- 
lems. Such problems mainly manifest themselves in two re- 
spects: 1. Incongruity between the scale of industrial devel- 
opment and the character of the city. Beijing must meces- 
sarily develop industry of a certain scale commensurate with 
its role as the national capital. However, past programs had 
marked it out to be built up into a big and powerful indus- 
trial base, to be combined with its main function as the 
political center of the nation, thus setting up a large 
variety of industries and going even so far as to expand and 
newly construct in Beijing on a large scale iron and steel, 
petrochemical and other industries for which there was neither 
raw and other material nor fuel. By comparison, Tianjin, 
historically the second largest industrial city in China, 
second only to Shanghai, with excellent land and water 
transport facilities and abundant resources of salt, petroleum 
and natural gas, has had only 58.4 percent of Beijing's in- 
vestments for industrial capital construction. Tangshan has 
coal and coke as well as iron ore, but large quantities of 
both these natural resources are being shipped to Beijing, 
while Tangshan itself cannot very well develop its own iron 
and steel industry. 2. The similarity of their particular 
industrial complexes and departmental structures. Neither of 
the three cities is administratively subordinated to any of 
the others, they are independent of each other, and each 
strives to create its own industrial complex as multifarious 
and as comprehensive as possible. In the early years after 
liberation, Beijing and Tianjin were cities that concentrated 
mainly on light industry. For instance, in 1959, Tianjin's 
light industry and food industry accounted for 72.6 percent of 
the industrial gross output value of all of Tientsin. Later, 
however, in the same way as in Beijing, Tienjin's heavy in- 
dustry was developed at a much more rapid rate than its light 
industry. The fastes development took place in mechanical 
engineering, metallurgy and chemical engineering, so that by 
now there is little difference between the departmental 
structure of industry in the two cities. The six departments 
with the largest proportions of output value are, in proper 
order, in both cities: mechanical engineering, chemical 
industry, textile industry, metallurgy, food industry and 
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petroleum industry. There are also very small differences 
between the relative proportions of these industries in the 
output value of the two cities. Beijing and Tianjin, the 
second largest and the third largest city of the country, are 
only a short distance apart, and the duplication of industrial 
construction and the lack of a clear division of labor is not 
only detrimental to a concentration of strength on whatever 
sector each is strongest in, but also detrimental to compen- 
sating each other's shortages in certain commodities and to an 
effective interchange between neighbors; from an overall 
viewpoint this is a great loss. Compared with Beijing and 
Tianjin, the industrial structure of Tangshan has its very 
special characteristic, namely the support of Beijing and 
Tianjin with raw and other materials as well as with fuel. 


All the above shows that it is very necessary that a develop- 
mental direction for the three cities be determined at an 
early date. In the following, merely tentative ideas are 
being presented in this respect on the basis of a preliminary 
study of the problem: 


The nature of a city is on the one hand the basic starting 
point for a division of labor between itself and other cities, 
and on the other hand also the basis for the decision on its 
own developmental direction. The nature of the city of 
Beijing has by now already been established, as stated 
earlier. As to the nature of the two cities of Tianjin and 
Tangshan, there is also fairly general unanimity of views, 
namely that Tianjin is the economic center and principal 
foreign trade port of North China, while Tangshan is an 
industrial city with its focus mainly on the production of 
sources of energy and of raw and other materials. Each city 
must, accordingly, first of all adapt its future construction 
to its particular nature. This is a most elementary point. 
Next, each city, in conformity with the preconditions created 
by its very nature, must bring the advantages of its own 
natural resources, of its own material base and of its 
production technologies more effectively into play, so as to 
take on a more effective role in the national economy. 


As the political and cultural center of the nation, Beijing 
must first of all ensure in its developmental direction the 
working needs of the central organs of the party and the 
government, also satisfy the working needs in Beijing 

of provinces, municipalities and autonomous regions and the 
working needs of the Beijing representatives of foreign organ- 
izations. For these purposes, it is necessary that the city 
make arrangements for the proper type of housing, for all 
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appropriate installations and facilities needed by its muni- 
cipal government, and needed for public use and for the 
livelihood of its residents. Beijing must build more large- 
scale public buildings, such as museums, libraries, science 
and technology halls, art galleries, theaters, sports arenas 
and conference centers, to serve the cause of science, educa- 
tion and international cultural exchanges. Beijing's economic 
construction must accord with its demands as the national 
capital, and it must be clear that economic construction must 
be of subordinate status. It is, of course, a fact that the 
state has made large financial, material and manpower invest- 
ments in Beijing's industry, turning it into a strong and 
powerful material and technological base and providing a con- 
tingent of staff and workers for it, so that there should be a 
full utilization of the industrial base that is presently 
available. The future industrial construction must, above all 
be one that is of service to the national capital, thus must 
develop industries for food, clothing, electric appliances for 
popular use and articles for use in printing and for cultural 
purposes. Active development should also be pursued in such 
industries and crafts in which Beijing excelled, as, for 
instance, electronics, optical instruments, precision instru- 
ments and meters, jeeps and light trucks and arts and crafts. 
The development of industries for which raw and other 
materials are located irrationally in relation to Beijing must 
be strictly curtailed. 


Tianjin has historically been the largest commercial city in 
North China and its surrounding provinces. It is now the 
commercial center and foreign trade base of North China, and 
steps must be taken to strengthen its industrial, commercial 
and foreign trade development, while, furthermore, coordinat- 
ing these three factors in one comprehensive development. 
This alone will give clear and full expression to the char- 
acter of the city of Tianjin. If Tianjin would appropriately 
assume economic functions that Beijing could discard, and if 
both cities would gradually take the road to a regular divi- 
sion of labor, the development of both cities would become 
mutually beneficial and lead to evident mutual advantages. 
Tianjin has ample resources of petroleum, natural gas and salt 
from the sea. Withe a full utilization of these resources, 
the main focus should be on the development of the petro- 
chemical and marine chemical industries, but because Tianjin 
is one of China's traditional industrial bases, it has many 
trades and crafts that enjoy a good reputation and influence 
on the domestic and foreign markets, such as its textiles, 
hardware for daily use, paints, dyes, chemicals for daily use, 
leather, carpets, electronics, instruments and meters, 














bicycles, watches and other items. All these lines must be 
uctively pursued and developed. Tianjin's commerce has lately 
Shown an exuberant vitality and the Ministry of Commerce of 
the Central Government has set up eight first-grade stations 
in Tianjin, which have long-time business relations with many 
commercial organizations throughout the country. Provinces 
and regions of North China and of many other areas have set up 
commodity purchasing and marketing organizations in Tianjin. 
Tianjin is North China's main port for imports and exports, 
well~atuned to the needs of commercial and foreign trade 
development. [Tianjin still awaits the establishment of an 
efficient system for the gathering of economic information and 
the development of a financial system, also expansion of its 
existing or construction of new warehouses, storage places, 
commodity exhibition halls, a commodity exchange and more 
enterprises for the processing of export goods. 





The developmental orientation of Tangshan Municipality must 
still be directed toward shipping supplies of sources of 
energy, raw and other materials to Beijing, Tianjin and other 
places in China. In future, however, in connection with the 
exploitation of the sources of energy and the production of 
raw and other materials, there must be an expansion and 
development of certain ancillary and correlated items, such 
as the manufacture of mining machinery, cement making 
machinery, metallurgical machinery, high and low tension 
porcelain insulators, and other such products. Even though 
Tangshan is an old mining area of long standing, it is still 
full of vitality, and the additional manufacture of the 
mentioned items will play an important role for a long time to 
come. On the other hand, Tangshan's light industry is rather 
backward, and having it obtain a certain degree of assistance 
and development commensurate with Tangshan's heavy industry 
and responding to the needs of the people's livelihood in the 
surrounding areas of Jidong, will require serious attention 
to the establishment of foodstuff and other branches of light 
industry. 


Je Restrict the Growth of the Large Cities, Establish Satel- 
lite Cities 


In the Beijing-Tianjin-Tangshan region, industry, institutions 
of higher education and scientific research organizations are 
presently to a large degree concentrated within the city 
limits of Beijing and Tianjin and in some parts of their 
nearby suburban districts. The population density in 
Beijing's builtup area is as high as 12,300 persons per square 
km, much higher than the density in such world capitals as 











London, Paris, Washington and Moscow. The population density 
in the builtup area of Tianjin is even higher. Given the 
present need to strictly control the further growth of con- 
struction within the city, these two cities are therefore 
gradually moving all those unsuitable and unnecessary 
construction projects as well as enterprises and industria] 
units out of the city limits. this requires the planning and 
construction of satellite cities and providing space for the 
limited new building or expansion projects that truly have to 
be within the city limits of the two cities and space for 
buildings for the enterprises and industrial units that will 
be dispersed to outside the city limits. Both Beijing and 
Tianjin have already made thorough plans in this respect and 
are gradually putting them into action. Beijing will in the 
near future give priority to the construction of the four 
satellite cities of Yanshan (petrochemical industry), Huangcun 
(light and textile industry), Tongxian (engineering, instru- 
ments and meters) and Changping (colleges and universities, 
scientific research, light and textile industry, base of 
tourist industry). Tianjin will focus on building up its 
coastal zone with Tanggu (seaport, processing goods for 
foreign trade, marine chemical industry), Dagang (petrochemi- 
cal industry) and Hangu (marine chemical industry). There are 
also good prospects for building up Yangcun, Jinghai and 
Xianshuigu into satellite cities. Aiter the earthquake, 
Tangshan has divided its entire municipality into three con- 
struction areas: the Tangshan city district, the eastern mines 
district and the Fengrun new territory, and will therefore, 
for the time being, not need to consider the problem of 
building satellite cities. 


4. Building and Developing Medium and Small-sized Cities 


The large cities are now expanding excessively, while the 
medium and small-sized cities find it difficult to develop. 
[This is a common phenomenon all over the world, which is 
particularly serious in the economically less-developed 
countries. In bringing about a change in this situation and 
rendering the distribution of cities and towns more rational, 
a very important aspect is to adopt regional planning and 
thereby select secondary centers of regional development. 
fhis would be a measure of urban distribution with a “counter- 
magnetic effect” with regard to Beijing and Tianjin and would 
aiso provide the foundation for a rational distribution of 
small cities and towns. 


In the region under review, the medium-sized cities of Tanggu 
and Cinhuangdao will continue to develop with the development 








of their harbors. One may also expect that certain satellite 
cities of Beijing and Tianjin, such as Changping, Tongzhou, 
fanegu, Hangu and Dagang, will also develop and grow into 
medium-sized cities. However, the present two mediun-sizec 
cities function mainly as harbors and are little effective 
regional centers. The experiences of the last 20-odd years 
prove that the satellite cities are not very effective with 
regard to the dispersal from the key cities and also have 
little capacity to be effective. To have them become 
effective as "countermagnetic force” against the big cities 
and prevent the excessive inflation of the bie cities, the 
most powerful measure would be to promote the development of 
local cities and towns and make concerted efforts to build 
tairly large-sized cities as secondary regional centers with 
good developmental prospects and strong attractive force. In 
the Bei jing-Tianjin-Tangshan region, the cities of Jixian, 
Langfang and Baxian might perhaps prefcrably be selected as 
such cities as they appear suitable by their economic- 
geographic location and also show good prospects for city 
building and further development. 


The county-seat of Jixian is located in the middle between the 
three big cities of Beijing, Tianjin and Tangshan on a trunk 
railway line and on a main highway. The city has a beautiful! 
environment, many ancient cultural relics; Limestone resources 
and the Jiyu coalfield are nearby, the land is tertile an 
there are ample water resources, all excellent conditions for 
city building. The place is a base for the production of 
nonstaple tood (including fruit processing) and of building 
materials for shipment to Tianjin and could be developed into 
a secondary regional center capable of undertaking part of the 
functions of Beijing and Tianjin, mainly with regard to 
scientific instruction, rest and recuperation, tourism, 
electronics, engineering and lieht industry. [ts population 
could go up to 300,000. 


The city of Langfang could in future concentrate on develor 
ing light industry, such as food processing, and industri 


ancillary to engineering, to be serving the two big cities. 
ince conditions for city building are poor (lack of wate 
iffected by pollution from Beijing, earthquake of 9 point 

severity), it would be best to allow its population to erow te 


between 200,000 to 300,000, 


laxian is located in the middle between the three citte: 
Beijing, Tianjin and Baoding in a prominent position as [ar «a 
communications-geography is concerned. lt is the transp 


center on the highway in the southern part tf the bneian 














region and will become the junction of the Beijing-Jiujiang 
and the Beijing-Baoding trunk lines. Natural gas is being ex- 
tracted in its vicinity. Its industrial and basic facilities 
are presently very poor, the key problem being a shortage of 
water resources, and whether conditions will allow it to be 
developed into a city of considerable size will depend on 
further prospecting and determination of its water resources. 
If found unsuitable, consideration could be given to the 
development of Zhuoxian on the Beijing-Guangzhou line (south 
of the city limits of Beijing Municipality). That city is now 
also a place that retains many central government units in an 
area thet is outside of Beijing Municipality. Zhuoxian is 
Situated between Beijing, Baoding and Langfang, has a 
prosperous agriculture and possesses good prospects to be 
developed into a medium-sized industrial city. 


Furthermore, a more comprehensive study of the Bei jing- 
Tianjin-Tangshan region may lead us to consider the construc- 
tion of Wangtan port and industrial city of several ten 
thousand inhabitants in the coastal wasteland of Dongting 
County. This good deep-water harbor is situated in the middle 
between Tianjin-Xingang and Qinhuangdao. It is the place 
where Sun Yatsen in the early years of the Republic had 
planned to build “North China's large harbor.” Building here, 
in coordination with the exploitation of iron ore resources in 
Jidong, a large steelworks, a regional power station, a cement 
plant and an engineering works could achieve great successes 
as a comprehensive development project. 


In the wake of further developments of communications, indus- 
trial and mining constructions and of utilization of coastal 
regions, considerable development could be generated for some 
small towns in Lanxian County, namely for Tuozitou, Fengrun, 
Funing and Zunhua (all located on the new railway trunk line), 
also for the newly built Nanbao (Zhangzhuangzi) marine chen- 
cal industry base and for the Changli seaside tourist base. 


5. Actively Promote the Establishment of County and Market 
Towns. 


Strengthening the basic urban system and allowing the numerous 
county and market towns to effectively play their role as 
economic and cultural centers in the rural areas (advanced 
bases for rural modernization), and their role as contact 
points and links between town and countryside, would be 
beneficial for the attraction of industrial investments and 
population dispersed from the cities, and would also help to 
satisfy the constantly rising demands for ever increasing 





rural prosperity and for a higher level of the material and 
cultural life of the peasants. The Bei jing-Tianjin-Tangshan 
region is rather backward in the development and construction 
of this type of towns, and we should list the promotion of 
this type of towns as a key item in our developmental policy. 


Speaking from the viewpoint of the strategic significance of 
territorial space distribution, the county town should be the 
focal point for urban developments in rural areas. The county 
towns are the centers for the state's leadership of the rural 
society; they have a hinterland of certain dimensions, a con- 
mensurate population and material and financial resources. 
They need to be, and possibly will be developed as key points. 
On the foundation of a general development of the small market 
towns, one should appropriately select from towns below the 
county level one, two, or two, three larger local market towns 
to serve as auxiliaries in the key construction, to strengthen 
relations between town and countryside and to promote the 
development of the rural economy. 


6. Long-range Plans for the Urban System in the Bei jing- 
Tianjing-Tangshan Region 


Most of the urban population in the Bei jing-Tianjin-Tangshan 
region is concentrated in the three large cities. The number 
of cities is limited and they are very unevenly distributed. 
In the future, through an application of the above-stated 
measures: 1) The dimensions of the large cities will be re- 
stricted and satellite cities will be established; 2) Medium 
and small-sized cities will be established and developed; 

3) The establishment of county and market towns will be 
strengthened. The urban system is bound to experience a very 
distinct change. 


By the end of this century or a certain time thereafter, 
following the continuous emergence of new cities and towns, 
the new and old cities and towns distributed over the entire 
territory of the region will form a closely woven urban 
network of large, medium and small cities, which together with 
the various market towns will by their large numbers assume 
the form of a pyramid and by their distribution will be a 
network of mutual linkages. 


By that time, because a large part of the enterprises, in- 
dustrial units and population will have been siphoned off from 
Beijing and Tianjin, it will be possible in the space of the 
municipal area to carry out a rational arrangement of the 
various buildings, roads and green areas, to provide the 
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citizens with a very quiet and comfortable environment. The 
cities shall be surrounded by vegetable plots, orchards, 
forest belts, rivers or canals, lakes and ponds, setting each 
other cff. At a further distance (20 to 40 km away from the 
city) there will be the satellite cities and towns. They will 
have convenient and fast means of transportation to the key 
cities (municipal districts), there will be communications 
contacts, and they will have relatively complete production 
and livelihood facilities of all kinds, so that the residents 
will be able to enjoy generally a material and cultural] life 
that will not be below the level of the city area. One part 
of the satellite cities will possibly grow to the dimension of 
medium-sized cities with more than 200,000 inhabitants, and 
such satellite cities will organize with their key city an 
organic entity, a city cluster. 


Accompanying the further development of industry, mining, 
communications and transportation, commerce, service 
industries and educational and scientific undertakings in the 
Beijing-Tianjin-Tangshan region, new medium and small cities 
will continuously be built along the coast, in the Jidong 
mining area and at appropriate places between the three large 
cities. This will bring an important turn in the balanced 
deployment of this region's productive forces. If we shall be 
able by the end of this century or at the beginning of the 
next century to build up preliminarily three or five medium- 
sized cities which can genuinely exert attraction and become 
centers with “countermagnetic force” against the presently 
existing big cities, preliminarily build seven or eight small 
cities with abundant vitality, each to serve as strong and 
powerful economic center in a certain number of counties, then 
we would have laid a solid foundation for the transformation 
of the urban system of the entire region. The medium-sized 
cities and the big cities should preferably maintain a dis- 
tance of 50 or more km between them. The distance between 
small and big or medium-sized cities should be not less than 
30 or 40 km. These are generally the shortest distances 
between cities in China. fhe proportion of the urban popula- 
tion is rather large in the Bei jing-Tianjin-Tangshan region, 
so that the cities might as well be spread further apart. 


Market towns (including county towns) constitute the basic 
component of the urban system, and the Bei jing-Tianjin- 
Tangshan region has also excellent conditions for setting up 
these towns. The industry and population of this region are 
closely concentrated and can provide a widely open gate for 
the development of village and town enterprises, and the 
development of village and town enterprises is bound to speed 
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up the progress of economic and cultural construction in the 
market towns. An appropriately balanced distribution of the 
county towns and the various larger towns below the county 
towns will in future become the focal points in the building 
up of market towns. In this way, the manpower that will be 
freed in the course of the rural modernization in the region 
under review will be able to work in considerable numbers in 
the industries, in commerce, in the service industry and in 
other nonagricultural productive activities in the nearby 
market towns. Peasants “leaving the farms, but not leaving 
the countryside” is a system peculiar to China's rural 
urbanization and is bound to bear abundant fruit in the region 
in which our national capital is located. One of the foresee- 
able consequences from the pounding of the so-called "third 
tidal wave” is that it can possibly bring about a trend of 
some form of population moving from the cities to the country- 
side. It seems that this could affirm from yet another angle 
the correctness of the road that we are following. 
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AGGREGATE ECONOMIC DATA 


GOOD ECONOMIC RESULTS IN SHANDONG ACHIEVED 
Jinan DAZHONG RIBAO in Chinese 1 Jul 84 p l 


[Article by Nan Zhenzhang [0589 2182 0022]: "The Entire Province's 
Economic Front Has Achieved New Success; Improve Economic Work Through 
Party Consolidation; Compared with the First 5 Months of Last Year, the 
Total Output Value of Industry Has Increased 11.98 Percent, Taxes and 
Interest Have Increased 12.1 Percent, Financial Income Has Increased 14.8 
Percent and the Estimated Production of Wheat Will Be More than 20 
Billion"] 


[Text] Because the Shandong Province CPC Committee dealt with the party's 
consolidation and economic work correctly, and improved economic work 

by consolidating the party, the entire province's economic front has 
achieved new success in the first 6 months of this year. 


Consolidation of the Shandong Province CPC began in the last 10 days of 
November 1983. The initial stages of economic work were regarded as 

an important item in party consolidation. The province's general committees 
and governmental leaders have led the responsible comrades of the related 
departments to different localities, municipalities and parts of the 
country to ask for opinions on economic work and to investigate together 
with the local comrades the main problems of effecting the implementation 
of the general aims presented by the 12th Party Congress and of preventing 
the initiation of a new stage of economic work. Apropos of problems 

that have surfaced, the province's party committees have gone a step 
further in clearing away the pernicious effects of the "left," overcoming 
the ideas of today's self-satisfaction and "standing still and refusing 

to make progress" and have discussed the correct policy of consolidation 
and imprc vement. From this year on, Shandong Province aims at the past 
deficiencies of too much control of the economic management system, too 
many limits on the circulation of commodities and malpractice in the 
personnel system and has successfully created a sequence of reform 
regulations. 


Due to handling the problems correctly in the party consolidation, the 
economic works of Shandong Province have achieved new success. From 
January to May of this year, the total output value of the whole province 
was 18,140 million yuan, an increase of 11.9 percent from the same period 
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of last vear, and most of the products, both in quality and in quantity, 
are greater. It is estimated that the profits of state-operated 

industry and business will be increased 19.3 percent over the same pe riod 
of last year, taxes and interest together will be increased 12.1 percent 
and the profits turned over to the state will be increased 14.5 percent. 
Financial income has also increased with steady steps. From January to 
May of this year, the financial income of the whole province was 2.134 yuan, 
which is an increase of 14.9 percent over the same period of last year. 
It has realized the same increase in production, interest and taxes and 
returns to the state. Regarding agriculture, although there were the 
calamities of serious drought and hail, the estimated wheat production of 
the whole province will still be more than 20 billion kjin, which makes 
it the second highest production year since the turn ot the century. 
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AGGREGATE ECONOMIC DATA 


BRIEFS 


SHANDONG COMMODITY RETAIL SALES--The retail sales of commodities of Shandong 
Province reached 1.995 billion yuan in 1952, 10.437 billion yuan in 1978, and 
20.395 billion yuan in 1983. Compared with 1952, the consumption level of 
residents increased 218.8 percent in 1978, and 387.5 percent in 1983, [Text] 
[Jinan DAZHONG RIBAO in Chinese 19 Sep 84 p 1 SK] 
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ECONOMIC MANACEMENT 


SINO-U.S. OIL PROSPECTING IN SOUTH HUANGHAI 
OWO10614 Beijing XINHUA Domestic Service in Chinese 0912 GMT 29 Oct 84 


[Text] Shanghai, 29 Oct (XINHUA)--The South Huanghai Petroleum Company of the 
China General Ocean Petroleum Corporation announced in Shanghai on 29 October. 
Our country's petroleum company will cooperate with the U.S. (?Chevron-Texaco 
Oriental Group) in joint petroleum exploration in a contracted area in our 
country’s South Huanghai region. The drilling of the first exploratory well will 
Start at the beginning of November. 


The contracted area, located 240 kilometers north of Shanghai, includes seven 
basic areas totaling some 2,000 square kilometers. 


Since mid-July 1984, the South Huanghai Petroleum Company and the (?Chevron- 
Texaco Oriental Group) have organized contracting services in Shanghai for the 
project to drill the first exploratory well and the equipment bidding procedure 
and order-placing work. They have issued 99 bidding applications to 86 Chinese 
and foreign companies. To date, all the work to open and evaluate the bids has 
been completed. Among the competitive contracts for the 13 major projects’ 
contracting services and drilling equipment, 4 were awarded to Chinese companies, 
5 to Chinese-foreign joint venture companies, and 4 to foreign companies. The 
drilling operations for the major projects were awarded to the "Bohai No 10" 
automatic-hoisting drilling platform, which belongs to the drilling company of 
the China Bohai Petroleum Corporation. 
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ECONOMIC MANAGEMENT 


TEXTILE INDUSTRY REFORMS DISCUSSED 
Beijing RENMIN RIBAO in Chinese 18 Jun 84 p 2 


[Article by Wu Fumin [0702 1788 3046]; "Ministry of Textile Industry 
Decides To Adopt Five Reform Measures" ] 


[Text] Xinhua, Shanghai, June 17--The Ministry of Textile Industry 
decided to implement measures to enhance technical progress, to strive to 
tackle four major issues in the coming 3 to 5 years and to take initial 
steps to transform the backward features of China's textile industry. 
This was announced by the "National Textile Industry Technological 
Progress Meeting" which concluded in Shanghai today. 


At the meeting the leaders and specialists of the Ministry of Textile 
Industry and the provincial textile departments, bureaus and corporations 
of China's 29 provinces, cities and autonomous regions and scientific 
research and design units studied the interaction between the world's 

new technological revolution and China's textile industry and clearly 
defined the main direction of attack to be taken with respect to the 
technological progress of the textile industry. They decided to concentrate 
much of China's energy resources and financial strength on tackling these 
four issues in the next 3 to 5 years and to develop 10 kinds of textile 
products to serve as "3 major pillars" for costume and decoration products 
and industrial projects, develop 8 kinds of major textile machinery, including 
complete sets of high-speed polyester-fiber spinning equipment, start up 
the development of 20 major technological projects in order to develop the 
ability to carry out industrial experiments and establish a group of 
textile research and development bases and industrial production bases 
possessing both the ability to meet emergencies and competitiveness, 
centered around Yanhai Municipality and other central cities. After these 
four issues have been tackled, initiai steps will have been taken to 
transform the backward features of China's textile industry and, moreover, 
to lay a comprehensive, vigorous and solid foundation for the development 
of the textile industry. 


In order to guarantee the realization of these four major efforts, those 
at the meeting went through a full discussion, and the Ministry of 
Textile Industry decided to adopt the five following reform measures: 
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--A few research and development projects for the trial implementation 
of public bidding for projects will be selected. Champion units 
can act as the pioneers for these development projects, and from 
the pioneering units we can seek volunteers for a unit to organize 
a coordination process of cooperation. 


--With respect to using the optimization method of selection to 
tackle key problems and start up projects, the optimum criteria 
selected should be a small average investment, large output, low 
expenses and quick results, and we should give priority to support 
and arrangements and encourage competition. 


--The Ministry of Textile Industry will become an “enlightened 
grandmother" and is preparing to release its jurisdiction over 10 areas, 
that is, small and medium-size capital construction projects, 
technological transformation projects and equipment imports will all 
become subject to examination and approval by local authorities. 


--With respect to the special policies being implemented by the textile 
industries in the special economic zones and the 14 open coastal cities, 
we placed these cities in a forward position to grasp hold of the rest 
of the world's advanced technology for China's textile industry. 
Subsequently, we will gradually transfer the advanced technology inland. 


--Systematic reform with industrial reorganization technological 
transformation, overall considerations and rational planning will be 
closely integrated, and the textile industry will be made to strive to 
develop toward the integration of industry and trade and of technology 
and trade. 


12582 
CSO: 4006/655 


84 





rr} 
- 
> 
-* 
_— 
~ 
* 
_ 
“ 
- 
_ 
< 
. 
- 
; 


REFORM OF SHIPPING INDUSTRY MANACEMENT SYSTEM DISCUSSE! 
Jinan DAZHONG RIBAO in Chinese 28 Jun 84 p ? 


[Article by Yin Jibo [1438 0679 3258]: “Reform of the Management System 
of the Shipping Industry Must Be Speeded Up" |] 


[Text] The coastline of our province is more than 3,500 km long and 
contains more than 40 big and small harbors. In addition, there are 
more than several thousand kilometers of inner river basins in the Yellow 
River and the Beijine-Hangzbon Canal. These are the gifts of nature 
which are essential to developing the shipping industry in cur province. 
There is also great potential in the markets of our province: During 
1975, the Shengli Oil Field needed ships of 12-14,000 tons and some oil 
drilling platforms for shallow seas, of which the total] st was more 
than several hundred million yuan; the harnessing project of the Yellow 
River delta, the clearing project of the irrigated area of the Yellow 
River, flood prevention on the Yellow River and the coal transportation 
lines of the Beijing-Hangzbon Canal, etc. needed more than 599 different 
kinds of engineering ships. After 1985, the coal transportation dock 

of Shijiu Harbor will be taken over for use, and there will be a great 
deal of repairing of foreign ships. With the opening of the harbor cities, 
navy construction and the development of the transportation and fishing 
industries will take place. It will also attrack a great deal of 

repair and construction work. It is thus clear that there are great 
prospects for developing the shipping industry in our province. 


But according to the present situation of the shipping industry o! our 


province, it is likely not to happen ¢t ; way. Among the shipping 
businesses in our province, there are more than 30 shipping and 
auxiliary factories at and above the ounty level, their employees number 


more than 14,000, their annual products total $140 million dollars and 
there are certain superior conditions for the construction of medium and 
small ships. But because these enterprises are managed separately by 

the systems of mechanics, aquatic products, transportation and “two 
lights," etc., a united shipping business does not really exist. Thus {ft 
cannot use its good points and avoid its bad points to develop its own 
advantages. [This its especially so regarding its scattered and disordered 
fragmentation. Related departments go their own way. This is the way 


of the basic construccion of the shipping business throughout Shandong. 








That is the reason why the basic construction of the shipping business 

of the whole country and its technical power cannot be planned 
comprehensively and the level of the business cannot be raised. Most of 

the 16 factories which belong to the categories of the Sixth Ministry of 
Machine Building Indvstrv are the basic enterprises of the province's 
shipping business. They were responsible for the military materials 

ordered by the state in the past--their products were simple, they 

relied on “eating from the iron rice bowl” and they were not familiar 

with the business management of modern industry. After former Sixth 
Ministry of Machine Building Industry has changed into the China State 
Shipbuilding Corporation as a business dealing in local shipping enterprises, 
it basically cancelled the ordered planning of the central government and 
finally forced these shipping factories to maintain themselves by 
transferring to the market. Because these enterprises were not used to this 
kind of change, and in addition to this, due to their fragmented 

management and bad capacity for enterprise competition, they have 

constantly been in a negative position. As in the province, similar 
enterprises did not communicate with one another, so production was quite 
blind. In the market, it was seen that they excluded one another and 
counteracted the powers of one another. 


From. this point on, it is imperative and is a task which brooks no delay 
to reform the management system of our province's shipping industry. Here 
I suggest some of my humble opinions be referred to the relevant 

depa, iments. The first is to break down the barriers between the 
departments and to reorganize and unite according to their businesses. It 
can be done first on the basis of some of the shipping enterprises with 
high economic efficiency which are capable of competition to establish a 
professional management department for Shandong's shipping enterprises, 
the Provincial Shipping Industrial Company, which belongs to and is led by 
the province's comprehensive economic department. The second one is that 
whenever the province's shipping industrial company becomes stable 

enough, it should be immediately transferred to the economically stabl« 
companies, it should manage totally the manpower finances, things, 
properties, supplies and sales which belong to it and it should lead the 
enterprise to undertake highly specialized production. The third one is 
that in a relatively short time, the scientific research institute of the 
shipping enterprises--the Shandong Province Shipping Design Institute-- 
should be established so as to concentrate technical power, to cultivate 
professionally qualified persons and to establish a solid foundation for 
our province's development of its shipping industry. 
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JOURNAL EXAMINES URBAN ECONOMIC REFORMS 
HK250957 Beijing JINGJI CUANLI in Chinese No 9, 5 Sep 84 pp 8-14 


[Article by Song Tingming [1345 1694 2494]: "A Look at Reforms to the 
Urban Economic System Since the 3d Plenary Session of the llth CPC Central 
Committee” | 


[Text] At the end of 1978, the historical and enormously significant 34 
Plenary Session of the llth CPC Central Committee was held and it corrected 
“leftist” errors which had existed for many years in our economic work and 
determined that the focus of party work should be shifted to socialist 
modernized construction. This historic turning point heralded the prelude 
to the reforms to China's economic system. 


Over the last 5 years, economic reforms in China's cities have been 
probing and movine forward, accumulating rich experience in the process. 
And today, major breakthroughs are brewing. Recently, the party Central 
Committee and the State Council have decided to further speed up the steps 
involved in the reforms. 

Since the 3d Plenary Session of the llth CPC Central Committee, China‘s 
urban economic system has undergone probire reforms in the following 10 
areas, achieving visible results in the process: 


l. Expansion of Enterprise Autonomy, Universal Implementation of the 
System of Economic Responsibility 


A major malpractice in China's economic management system for many years 
was the overcentralization of management powers, the subordination of 
enterprises to various levels of administration, a lack of enterprise 
power, and a lack of necessary vitalitv, motivation, and pressure. In 
order to change this, Sichuan Province decided, in October 1978, to 
implement pilot schemes expanding enterprise autonomy in the Ningjiang 
lathe factory and four other enterprises. On the basis of this expanded 
autonomy in Sichuan, the State Economic Commission and five other depart- 
ments selected the Shoudu Iron and Steel Works and seven other enterprises 


in July of 1979 and implemented pilot schemes in them to expand their 
autonomy. By the end of the year, the number of pilot schemes had 
increased to 4,200 and in 1980 it increased to 6,600, making up 16 percent 
»9f the entire country's industrial enterprises included in the budget, 











60 percent of the national output value and 70 percent of all profits. 

At that time, enterprises with expanded autonomy saw the system of profits 
for retention implemented and the enterprises gained specific rights and 
powers in the areas of production planning, product sales, utilization of 
funds, appointment and dismissal of cadres, and rewards and penalties for 
workers. As a result, the economic interests of the enterprises and the 
workers began to be linked up with the results of management and the 
contributions of individual workers. The founding of the system of the 
workers’ representative congress gave workers the rights and powers of 
democratic management. In 1981, the experiences of Shandong and various 
other provinces led to the implementation of the methods of profit contracts 
and proportional shares in some 3%6,000 industrial enterprises, making up 
80 percent of all state-run industrial enterprises in the country included 
in budgeting. After 1982, the State Economic Council further propagated 
through the country the economic responsibility system which integrated 
duties, rights, and interests, and which had started in the Shoudu Iron 
and Steel Works and various other industrial enterprises. In doing so, 
various targets for economic responsibility were gradually disclosed item 
by item. Contracting, guaranteeing, and accounting were implemented at 
all levels and responsibility was implemented in factories, scientific 
research centers, work shops, and work groups, as well as among individuals. 
In the Shoudu Iron and Steel Works and other large-scale enterprises the 
system of progressive-profit-increase contracts was implemented with the 
result that enterprises increased their vitality and motivation and 
achieved clear results. In addition, relevant departments also introduced 
systems of loss agreements to reduce the responsibility for losses in 
loss-making enterprises. 


Expanded autonomy and management responsibility systems were also universally 
implemented in state-run commercial enterprises. In 19/9, the commercial 
system implemented total business retention percentages and by 1980, 

8,900 enterprises had expanded autonomy, making up 35 percent of independent 
accounting units within the system. Enterprises with expanded autonomy 

had the management power to choose for themselves their wholesale enter- 
prises and the various channels with which to bring in goods. They also 

had the right to cut the prices of some products, and they had the finan- 
cial power to use management funds to develop collective welfare and 

bonus funds. In the case of some food and catering, service, repair, and 
retail enterprises, state-ownership, worker-collective, and individual 
contract management or rental management were implemented while pilot 
schemes were introduced aimed at reforming the system of supply and 
marketing cooperatives. 


As a result of the first steps in 1983 to . the substitution of 
tax for profits in state-run enterprises, the spring of 1984 saw a 
tremendous reaction to the reform experiences of the Haiyan Shirt Factory 
in Zhejiang. On 22 March this year, 55 factory foremen and managers from 
Fujian Province all signed a letter sent to the provincial party committee, 
requesting that there be further relaxation on enterprises and this 

request won the firm support of the provincial party committee and relevant 
departments. In May of this year, the State Council drew up the “Provi- 
sional Regulations Regarding Further Expansion of Autonomy in State-run 
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other medium-sized cities have taken positive steps to link up with 
universities and scientific units and development has been fast over 

recent years. The weaving and dyeing research, design, and production 
merger in Dalian between 16 textile enterprises, 4 research units, and 

2 colleges of higher education showed profits in 1984 which were 40 

percent higher than in 1982. These kinds of mergers are exuding more 

and more vitality as we accept the challenge of the new world technological 
revolution. 


4. Reform the System of Circulation, Develop Commodity Production and 
Commodity Exchange 


First, the commercial system has carried out the reform of the "three 

mores and one less" so that there are more kinds of economic components, 
more channels of circulation, and more styles of management and less 

links in the entire chain. The attainment of this kind of system has 

meant that the former independent management of state-run commerce was 
smashed and instead a new phase has begun to develop in which state 
management, the collective, individual, and diversified economic components 
have all merged, undertaking joint management or lease management. As 

far as the sale of industrial consumer products is concerned, these reforms 
have meant that the former pure monopoly purchases and guaranteed sales 
system has changed. In its place, diversified methods have been implemented, 
including state monopoly of purchases and sales, ordered purchases, and 
selective purchases, as well as free purchases and sales. The number of 
commodities which are distributed according to planning has been greatly 
reduced and the use of coupons for the supply of several tens of major 
commodities including cotton cloth has been abolished. As far as the 
purchase of agricultural by-products is concerned, in addition to monopoly 
purchasing and assigned purchase, negotiated purchasing and selling has 
also been permitted and peddlers are allowed to travel over long distances 
to sell. This has helped solve problems of difficulties in buying and 
selling experienced by the peasants and it has enlivened both urban and 
rural economies and made urban life much more convenient. As far as 
wholesale commerce is concerned, moves have been made to begin to change 
the former system of administrative regions and the 3-level wholesale 
system characterized by unitary channels and a tendency towards isolation. 
In its place, a batch of open, mutlichanneled wholesale markets for 
industrial products and agricultural by-products have been set up. As 

far as the division of work in urban and rural commerce is concerned, a 

new system has been introduced whereby the division of work is according 

to commodity and in which urban and rural contact has opened up. State- 
run commerce can extend outwards and supply and marketing cooperatives 

and peasant collectives or individuals can come into the urban areas. 

As far as the implementation of the division of administration and enter- 
prises in the entire commercial system is concerned, new steps have already 
begun to be taken. In spring of this year, Chongqing City ama'gamated 

the city's second level wholesale station and the city’s trade company 

and set up the Chongqing industrial commodities trade center, thus smashing 
regional, adminjis:rative, and ownership barriers. Within 3 months of 
opening, this trade center had established business links with 26 provinces 
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throughout China and its volume of business was 130 million yuan. During 
his inspection tour of Chongqing, Premier Zhao Ziyang gave positive 
affirmation of their actions. Today, their reform experiences are being 
propagated throughout all large- and medium-sized cities in China. The 
agricultural by-product wholesale markets set up to correspond with the 
demands to develop commodity production by rural specialized households 
now number more than 100. Beijing has decided that all state-run retail 
commercial enterprises with annual profits of less than 200,000 yuan shall 
be contracted by collectives, or leased to collectives or individuals, 
without changing the system of ownership, and this decision has been 
confirmed and supported by the State Council. 


Second, the system of supply and marketing cooperatives has been reformed 
and thus "management by bureaucrats" has been changed to "management by 

the people," thereby restoring its essential nature 1s cooperative commerce 
and its tripartite nature (mass organization, democratic management, and 
lively management and administration). The result has been that supply 
and marketing cooperatives have played an important role in bridging 

the gap between urban and rural economies. 


Third, a large batch of urban collectives and individual commercial 
undertakings has been developed. By 1983, there were 974,000 urban social 
collective commercial networks, involving 5.055 million people, increase 
of 56.4 percent and 44.4 percent respectively over 1978. Individual 
commercial networks numbered 4.92 million, with 6.088 million people 
involved, increases of 26.6 fold and 22.2 fold respectively over 1978. 


Fourth, urban and rural trade markets have been opened up. By 1983, the 
total volume of business in all urban and rural country fair trade amounted 
to 37.7 billion yuan, making up more than 10 percent of all retail commer- 
cial turnover throughout the country. 


At the same time, reforms have also been carried out to the system of 
management of goods and materials. After the 3d Plenary Session of the 
llth CPC Central Committee, the concept that the means of production were 
not commodities was in theory smashed and thus the means of production 
were allowed to enter circulation as commodities. To date, more than 

600 means of production service centers have been established and several 
hundred means of production trading centers have also been set up. 

In Changzhou there have been great efforts to reform the system of 
distribution and supply of goods and materials, and three large-scale 
comprehensive goods and materials trading centers have been set up in 

the city as well as more than 70 goods and materials retail supply 
networks, which together manage more than 1,550 different kinds of goods 
and materials and a total of some 16,600 different specifications. In 
addition, systems of contract supplies and whole-set supplies have been 
introduced for goods and materials required by enterprises. All of this 
has made life more convenient for buyers. In Shashi, pilot schemes have 
also been implemented involving the unified supply of steel materials and 
unified supply of certain other goods and materials and this has been 
warmly welcomed by the enterprises. The state has also reduced the numbe; 
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of goods and materials organized by specific departments and distributed 
on a unified basis and has relaxed its hold on goods and materials, imple- 
menting tree purchasing and selling and permitting coordinated exchange 
between enterprises and regions on condition that they complete thvir tasks 
for planned distribution of goods and materials. In the case of the 
distribution of some planned goods and materials, diversified methods to 
enliven circulation have been implemented such as open supplies, verified 
supplies, and whole-set supplies. This has changed the former excessively 
centralized management of goods and materials. 


5. Reform the Systems of Planning, Finances, Prices, Credit, and Wages; 
Make Use of Economic Levers 


As far as the planning system is concerned, planning management powers 
have gradually been expanded for regions, central cities, and enterprises 
on the basis of the principle "the planned economy is central, market 
adjustments are auxiliary." Enterprises have been allowed additional 
planning powers in areas of supplies of goods and materials and sales of 
products and in Chongqing, Wuhan, Luoyang, and Dalian, separate planning 
has been implemented. As far as planning management is concerned, the 
scope of command planning has gradually been reduced and there has been a 
corresponding expansion in the spheres of guidance planning and market 
adjustments, while comprehensive utilization of economic levers, administra- 
tive means, and legal means has begun. This has begun to change the former 
State of affairs in which state planning was total and enterprise manage- 
ment was too detailed and stifling. 


As far as the financial system is concerned it has been necessary to over- 
come unified handling of revenue and expenditure and eating "from the same 
big pot." Thus in 1980, expenditure and revenue contracts were begun 
along with "eating from separate stoves," and expenditure and revenue 
were divided up and contracts graded by and between the central financial 
department and regional financial departments. The former system of 
central organization of the distribution of revenue has been altered so 
that each level and sector organizes its own utilization of revenue and 
this has played an important part in mobilizing regional and enterprise 
enthusiasm. However, it Fus also brought with it some new problems 

such as decentralization of funds. As the reforms have spread and 
developed, the State Council decided in June 1983 to begin the first 
steps in the substitution of tax for profits in state-run enterprises, 
thus levying a 55 percent income tax on enterprises. This was done on 
the basis of reform pilot schemes involving the levying of income tax on 
more than 400 enterprises and the levying of incremental tax on 900 or 
more enterprises. Later some new taxes such as the energy tax were 
introduced and it was decided that tobacco and alcohol purchasing tax 
should be remitted to the central financial department so as to avoid 
repetitive construction of small tobacco and alcohol factories. Recently, 
the State Council has decided that as from the fourth quarter of this 
year, the second phase of the substitution of tax payment for profit 
delivery is to be introduced and thus a commodity tax and regulatory tax 
are to be imposed. Thus we will see a transition from the coexistence 
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of tax and profits to complete remittance of taxes to the state by enter- 
prises. In this way, after enterprises have paid their taxes to the state, 
according to the law, they will enjoy greater powers in managing their 
income, and tax levers will play an even greater regulatory role. 


As tar as the price system is concerned, several major readjustments have 
been made since the 3d Plenary Session of the 11th CPC Central Committee 

to some of the irrational prices which had developed over the years prior 
to this time. In 1979, the state raised the purchase prices of grain, 
cotton, oil, and other agricultural by-products by large amounts, in 
addition it implemented increased prices and rewards for excess purchasing 
in the case of agricultural products under planned purchase. At the same 
time the selling price of 18 non-staple foodstuffs was increased in the 
urban areas while material subsidies were implemented for workers. These 
price adjustments played an important role in reducing the “price scissors.' 
As far as the prices of industrial goods are concerned, the state has 
increased the prices of coal, pig iron, timber, tobacco, alcohol, and 

pure cotton products and has reduced the prices of watches, televisions, 
radios, and artificial fiber products. In addition it has introduced 

test floating prices for some electronic products and chemical products 

and also reintroduced regional price differentials, seasonal price differ- 
entials, quality price differentials, and batch price differentials, itor 
some products. In 1982, the state relaxed the prices on 160 small 
commodities and in 1983, it relaxed its hold on another 350, thus basically 
implementing a system of fixed prices for small commodities decided by 
industrial and commercial consultation enterprise decisions. At the same 
time the state continued to readjust the prices of some industrial raw 
materials, agricultural means of production, medical raw materials, and 
components of Chinese herbal medicines, as well as prices for rail trans- 
portation. Recently the State Council stipulated that that portion of 
industrial means of production which is left over after completion of state 
planning and individual enterprise sales, may have their prices fixed 

by the enterprises within a 20 percent margin on either side. The State 
Council has also stipulated that increased price bonuses should be 
implemented for quality products so that the price of new products may 
increase and the price of old products may go down. In addition, penalty 
pricing should be introduced for poor quality products. These price 
adjustments and reform measures have played an important part in regulating 
supply and demand, enlivening the markets, and stimulating production. 

At present, the irrationality of the price system has still not been 
fundamentally improved and thus we must continue our reforms in this area. 


As far as the banking system is concerned, after the 3d Plenary Session 
of the llth CPC Central Committee, loans for capital construction invest- 
ments and funds for enterprise reforms were extended by banks instead of 
the financial department and this improved fund utilization. Banks in 
Changzhou, Shashi, Chonyqing, and other pilot scheme cities, changed the 
former "support from an unknown region" to "accounting in the same city” 
and this greatly reduced time in the transferal of funds, and speeded up 
fund turnover. In 1983, the State Council decided that the circulating 
funds of state-run enterprises should be managed in a unified way by the 
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People's Bank so that the People's Bank of China would act in the capacity 
of a central bank. Im addition the commercial bank was established and 
macroscopic control of credit, funds, and currency circulation was improved. 
In addition it meant that the methods of checking and ratifying circulating 
funds in industrial and commercial enterprises was changed and interest 

or floating interest rates were implemented in the case of loans which 
exceeded planning. Differential interest rates and preferential interest 
rates were introduced for different kinds of enterprises and different 
kinds of products and interest rates for urban and rural bank savings 
deposits were increased several times. All of these reform measures 

have effectively promoted the regulatory role of credit levers. 


As far as the wage system is concerned, major adjustments ana reforms have 
also been implemented. First and foremost there has been a restoration of 
the piece-rate wage and bonus systems. In April of this year, the State 
Council published “The Bulletin on Relevant Problems Relating to the 
Granting of Bonuses by State-run Enterprises" in which it has laid down 
there should be a gradual elimination of any ceiling on bonuses and that 
an accumulative tax levy should be imposed on bonuses in excess of quotas 
so that bonuses would be linked to the management results of an enterprise 
and the contributions of its workers. It was also laid down that an 
enterprise's bonus funds could be used in the form of determining bonus 

by points, floating wage, extra wage for piece work in excess of quota, 
and so on and in addition, that it would be possible to implement floating 
promotion or self-paid wage reforms. Since 1980, some enterprises such 

as the Shoudu iron and steel works and some provinces such as Sichuan 

have begun pilot schemes involving implementation of reforms involving 
self-paid floating promotion and this has played an important part in 
smashing the “iron rice bowl" wage system which had grown up over so many 
years prior to this time. More recently the State Council has also decided 
that the foremen and managers of state-run industrial enterprises have the 
right to promote betweer. one and three percent of those workers who make 
outstanding contributions in their work every year. In addition the 

labor and personnel department officially published a bulletin in November 
of last year announcing pilot schemes to test the labor contract system 
and in 1983, Beijing, Jiangsu, and Gansu provinces, and construction 
businesses implemented labor reforms in which the fixed wage system was 
replaced with a contract system. The effect of this has been that 
individuals may select their job, and enterprises can hire workers 
according to their needs, and results have so far been very good. 


6. Implement Pilot Schemes for Comprehensive Reforms, Probe the Path for 
Urban Reforms 


In order to probe the path for urban reforms and give full expression to 
the role of central towns and cities in the organization of the economy, 
it 1s not enough that individual enterprises carry out pilot schemes 
involving increased autonomy or that one or two businesses implement 
reforms. We must also implement comprehensive pilot schemes for urban 
reforms. Starting in 1981 and after ratification from the State Council, 
comprehensive pilot schemes for reforms to the economic system were 
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implemented in three large and medium-sized cities in China, namely 

Shashi in Hubei, Changzhou in Jiangsu, and Chongqing in Sichuan. With 

the help of the central authorities and the relevant departments, Chongqing 
has drawn up 26 special reform projects and has implemented preliminary 
reforms in 8 different areas: 1) Thorough implementation of the substi- 
tution of tax payment for profit delivery in state-run enterprises; 

2) implementation of separate planning; 3) merger of the 12 second-level 
wholesale stations under provincial jurisdiction with the city's trade 
commercial company; 4) test implementation of a link up between bonuses 

and levied profit taxes and floating wage reforms; 5) expansion of the 
city's autonomy in external economic trade; 6) merger of Yongchuan region 
with Chongqing City and implementation of urban leadership of the counties; 
7) expression given to the superiority of the military industry and the 
implementation of a military-civilian merger; 8) placing of 67 provincial 
enterprises and work units under city control and implementation by the 
city of industrial reorganization and mergers and reforms to water 
transportation, telecommunications, commodity prices, and financing. 

In a little more than one year the composite reforms in Chongqing have 

seen considerable success. In 1983, gross industrial and agricultural 
output value for the entire city had increased 11 percent over 1982 and 

of this increase, gross industrial production value rose 12.1 percent. 
Actual profits of industrial enterprises under urban jurisdiction increased 
22.7 percent and tax remittances increased 18.1 percent while the urban 
financial revenue increased 6.4 percent. Both Changzhou and Shashi are 
cities with new and burgeoning textile industries and in their pilot 
schemes for composite reforms they integrated their own characteristics 

and carried out courageous probes, making great progress in all areas. 


In order to speed up the steps in the reform of urban economic systems and 
in order to assess and propagate the experiences gained in urban reforms, 
the State Commission for Restructuring Economic System held a work forum 

in late April of this year in Changzhou, Jiangsu, to discuss the pilot 
reforms to the urban economic system. After the forum a new batch of 

large and medium-sized cities were pinpointed to act as test locations 

for reforms in various provinces and autonomous regions and today there 

are now some 31 large and medium-sized towns and cities involved, including 
Wuhan, Guangzhou, Luoyang, Chengdu, Hangzhou, Xian, Jinan, Changsha, 

Hefei, Kunming, Shijiazhuang, Yinchuan, Dalian, Dandong, Mudanjiang, 
Hengyang, Anyang, Bengbu, Foshan, Jiangmen, Zhanjiang, Huzhou, Ningpo, 
Wenzhou, Weifang, Jingdezhen, Pingxiang, Tangshan, Qinhuangdao, and Handan. 


7. Reform the System of Science and Education, Promote Coordinated 
Development of Society, Economy, and Science and Technology 


Since the 3d Plenary Session of the llth CPC Central Committee the party 

and the state have paid a great deal of attention to the development of 
science and technology and have promoted the principle that "economic 
construction must rely on science and technology and science and tech- 

nology must be aimed at economic construction." This has promoted a 

direct integration between science and technology and the economy and has 
begun the development of a "new alliance" made up of production enterprises-- 
scientific research units--colleges and universil:ies. Today reforms to 
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the system of science and education have already made pleasing progress. 

1. Many scientific research units carrying out techn>»logical development 
work and applied research have altered their former methods of free 
appropriation of funds and in its place have introduced a paid contract 
system. The electronics research institute in Zhuzhou, Hunan has signed 
paid contracts with outside partners since its foundation in 1978, while 

at the same time carrying out project contracts on a domestic basis. 

In this way, the state has not had to contribute any money whatsoever to 
its undertakings. As a result of more than 40 paid contracts, the 
institute had produced a total of 6.27 million yuan in scientific research 
output value by the end of 1983, with a net income of 3.67 million yuan 
and thus it has now built up 2.52 million yuan in fixed assets and circulating 
funds. Premier Zhao Ziyang has fully confirmed and approved these reform 
experiences and has indicated that the institute has got to grips with 

the key issues, with the result that long-standing problems in scientific 
research have been solved. In April of this year, as a result of State 
Council ratification, che State Science and Technology Commission and 

the State Commission for Restructuring Economic System jointly published 

a bulletin concerning the implementation of reform pilot schemes involving 
paid contracts for scientific research units and its contents are now 
being implemented. Today there are more than 100 scientific research 

units throughout the country implementing the paid contract system. 

2. The implementation of a scientific research fund system in some fields 
of basic research and applied research. Appraisals and preferential 
support are implemented in the utilization of funds and this has helped 
overcome former problems such as eating from "the same big pot" and 
allocating funds according to numbers of personnel. 3. The establishment 
in all regions of a series of scientific research and production combines 
or scientific research-education-production combines and this has shortened 
the scientific research-production cycle. 4. Personnel exchange and 
technological service bodies have appeared in some regions and departments. 
Recently the labor and personnel department established a ,ersonnel 

exc hnange information service center in Beijing and many provinces and 
cities have also set up oersonnel exchange service bodies. 5. A technology 
market has emerged. As a result of technological trade conferences and 
exchange conferences and the development of technological information 
services in Shanghai, Liaoning, Beijing and the Chinese Academy of Sciences 
and the Ministry of Astronautics, the paid transfer of scientific research 
results has been linked up with channels of propagation and utilization. 

6. A new scene has emerged in the reforms to the educational system. 

For example, in the Shanghai communications university and other colleges, 
reforms have been carried out to the system of educational management and 
autonomous powers have been expanded at all levels and a system of fixed 
staff numbers and fixed classes is now being used, with personnel being 
circulated and the potential of these schools and colleges being exploited. 
Topics involving research into economic construction are being undertaken 
and work spheres are being drawn up for teaching staff, clarifying the 
duties and responsibilities of cadres in all positions. Pilot schemes 

are being implemented to test job position subsidies and rank wages and 

the quality of education has improved and a new phase in scientific 
research has emerged. 
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8. Implement Regional Economic Plans, Establish Economic Zones of Different 
Kinds, Using Different Models, Different Scales and Different Levels 


The former system of administrative divisions and levels in the management 
of the economy, which artificially cut the crosswise economic links 
between towns and regions is now being changed as a result of recent 
economic reforms which have improved the scale of work for regional 
economies and has carried out probes into the setting up of economic zones 
of different kinds, with different specifications, and at different levels. 
In 1983, the State Council set up the Shanghai economic zone planning 
office, the Shanxi energy base planning office, and the Dongbei energy 
communications planning office and launched major investigations and 
research and arranged the planning, organization, and coordination of 
regional economic mergers. On the basis of investigative research into 

10 towns and 55 counties, the Shanghai economic zone planning office 
organized regional energy, communications, foreign trade, and technological 
reforms, as well as planning work for che comprehensive harnessing of the 
Tai Hu river valley and the Huangpu Jiang and mouth of the Chang Jiang. 
With Shanghai as the center, it smashed regional barriers and stimulated 
growth in surrounding cities and villages, carrying out theoretical and 
practical probes into an integration of different regions and departments, 
an integration of the urban and rural areas, and the division of administra- 
tion and enterprises. Practice has proved that reliance on the central 
towns and cities, and the establishment of a vertical and horizontal, 

open economic network is of significance in exploiting the economic 
superiority of all regions, developing their advantages and playing down 
their drawbacks, and ensuring overall coordinated development. 


9. Implement a New System in Which the Cities Lead the Counties, Give 
Full Expression to the Role of Central Towns and Cities in Organizing 
the Urban and Rural Economies 


In order to give full expression to the role of central towns and cities 

in the organization of the economy, the state did in the past implement 

a system of urban management of the counties in some industrially developed 
provinces (such as Liaoning). Practice proved that the results were good. 
In 1983, as a result of ratification by the State Council, 121 cities 

in 24 provinces and autonomous regions underwent reforms in which they 

took control of their surrounding 511 counties. In all, % regional 
administration offices were wiped out and 37 counties became regional-level 
towns or county-level towns while 130 counties were put under town or city 
leadership and 25 counties merged with towns and cities. After the 
implementation of the new system of urban leadership of counties in 
Changzhou, economic network plans were drawn up for the establishment of 
rural and urban integration in the irdustrial economy, commodity circulation, 
science and technology, communications and postal services, and fin ance 
and credit. Economic mergers between uiban, rural, and county enterprises 
were orys,anized and already three economic combines have been established 
involving tractors, glass fiber, and dyed yarn. After the implementation 
of the new system of urban leadership of the counties, urban and rural 
economies became increasingly lively, urban and rural exchange improved, 
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and urban and rural differentials and peasants and worker differentials 
were diminished. 


10. Implement the Open-door Policy, Develop International Economic and 
Technological Exchange and Cooperation 


Over the last few years, we have corre ted the “leftist"™ policies of 
isolationism and implemented the open-door policy in its place. This has 
promoted international exchang: and cooperation. First of all we imple- 
mented special policies and flexible measures in the prc«vinces of Guangdong 
and Fujian and we constructed the four special economic zones of Sheazhen, 
Zhuhai, Shantou, and Xiamen and tiis has promoted the prosperity and 
development of the economies of these regions. By the end of 1983, China 
had imported $14.13 billion in foreign investments and in addition was 
running its enterprises by means of joint Chinese-overseas investment, 
joint management, and independent overseas investments, and was also 
implementing the “three importations and one compensation" (imported 
materials for process: 1g, imported prototypes for processing, imported 
plans for processing and compensation trade). Thus China has been involved 
in many different forms of Chinese-overseas cooperation. At the same time 
it has also investigated some reforms to the system of overseas trade and 
under the premise of unified leadership it has implemented some pilot 
schemes involving industry and trade mergers, thereby permitting some 
enterprises to carry out foreign trade. At the same time, exports have 
been encouraged by testing schemes involving proportional return of local 
foreign currency. In the spring of this year the party central authorities 
and the State Council decided that 14 coastal cities and the island of 
Hainan should further implement the open-door policy and this represents 
yet another major strategic policy in the light of the new developments in 
China and will inevitably have far-reaching and lasting effects on the 
reforms to China's economic system and the four modernizations. 


At the same time as implementing the above-outlined 10 items of reforms, 
China has also developed theoretical research into reforms to the 
economic system. Since the 3d Plenary Session of the llth CPC Central 
Committee, and in line with the penetrating development of the discussion 
concerning "practice being the only yardstick for testing the truth," 
economic circles and real work departments have together assessed the 
positive and negative experiences and lessons gained since the founding 
of new China, and have developed research and discussion into various 
important taeoretical and practical problems such as socialist commodity 
production, the law of value, distribution according to work, planning 
and the market, interdepartmental and interregional relations and so on. 
They have smashed much theoretical "forbidden territory" established under 
the ideological influence of "leftism" and have clarified much confused 
understanding, wiping away ideological barriers to reform and opening up 
the road to progress. Correct theoretical guidance is an important 
guarantee for the success of reforms. In the future, while we carry out 
comprehensive reforms to the system, the need to carry out far-reaching 
theoretical research will increase, and we must carry out scientific 
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confirmations of all reform projects and measures and closely link 
theoretical research and the practice of reforms and thus guarantee the 
healthy and stable forward development of reforms. 


Naturally these 10 urban economic reforms are still partial and probing 
reforms and in strategic terms they will not bring with them fundamental 
breakthroughs. For example, the universal problem within the urban 
economy of eating from "the same big pot" has still not been fundamentally 
changed and the enthusiasm and creativity of the mass of workers, cadres, 
and intellectuals in the towns and cities have still not been given full 
expression. There are still obstructions in the mves to simplify 
administration and increase autonomous powers. Some administrative-type 
companies have also emerged in the reorganization of enterprises, displaying 
a lack of division between administration and enterprises. All of these 
problems can only be solved through continued reforms. 


CSO: 4006/64 
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ECONOMIC MANAGEMENT 


RENMIN RIBAO ON ACCUMULATION, CONSUMPTION 
HKO10631 Beijing RENMIN RIBAO in Chinese 19 Oct 84 p 5 


[Article by the National Economic Balance and Statistical Department of the 
State Statistical Bureau: "Ratio Between Accumulation and Consumption in 1983") 


[Text] Since the 3d Plenary Session of the llth CPC Central Committee, we have 
corrected "leftist" mistakes in economic construction and put an end to the 
tendency of "laying too much stress on accumulation to the neglect of consump- 
tion.” The accumulation rate dropped from 36.5 percent in 1978 to 28.5 percent 
in 1981. The national economy is being readjusted and the people's standards 
of living have greatly risen. Over the past 2 years, following the development 
of production and the improvement of the people's livelihood, the scale of 
capital construction has expanded and the accumulation rate has risen. It rose 
to 29 percent in 1982 and 30 percent in 1983. 


Characteristics of Changes in Ratio Between Accumulation and Consumption in 1983 


In 1983, changes took place in the ratio between accumulation and consumption 
in the national revenue. They are mainly as follows: 


First, following the rapid increase (9 percent) of the national revenue, accumula- 
tion and consumption simultaneously rose to a noticeable extent. In 1983, 
accumulation increased by 12.8 percent over the previous year and consumption by 
8.8 percent. Last year, in the growth volume (calculated in line with the 

use volume of the national revenue) of the national revenue, the part for 
increasing accumulation accounted for 40 percent, and the part for increasing 
consumption accounted for 60 percent, thus basically taking account of both 
accumulation and consumption. 


Second, the increase in accumulation and consumption was based on the coordina- 
tive development of agriculture and light and heavy industries, and in particular, 
on good harvests in agriculture for a number of years running. In 1983, the gross 
agricultural output value increased by 9.5 percent over the previous year, the 
gross light industrial output value by 8.7 percent, and the gross heavy industrial 
output value by 12.4 percent. Following the overall increase in agricultural and 
light, and heavy industrial production, the accumulation rate rose. This was 
greatly different from the past high accumulation rates emerging due to the 
excessively fast heavy industrial growth and the slow agricultural and light 
industrial growth. 
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Third, the proportion of productive accumulation rose and key construction pro- 
jects were strengthened. In 1983, of the total investment in capital construc- 
tion, the investment in nonproductive undertakings such as education and scienti- 
fic research was 4.1 billion yuan, a 19.1~percent increase over the previous year 
with its proportion rising from 6.3 percent in the previous year to 7 percent; 
the investment in the energy industry was 12.7 billion yuan, a 24.8 percent 
increase with its proportion rising from 18.3 percent to 21.3 percent; and the 
investment in transportation and post and telecommunications was 7.8 billion 
yuan, a 36.4-percent increase with its proportion rising from 10.3 percent to 
13.1 percent. The proportion of productive accumulation to the total accumula- 
tion rose from 46.4 percent in 1982 to 52.9 percent in 1983. Althor gh the pro- 
portion of nonproductive accumulation dropped, the change in ratio taking place 
within accumulation itself guaranteed the carrying out of key construction pro- 
jects and was beneficial to speeding up immediate and long-term national! economic 
development. 


Fourth, collective and individual accumulation increased rapidly in che rural! 
areas. In 1983, the total accumulation in the rural areas (including the re- 
serve of agricultural products suclt as grain, the purchase of fixed assets euch 
as agricultural machinery and implements, rural housing construction, and the 
increase in livestock) was 38.2 billion yuan, a 16.5-percent increase over the 
previous year. The 1983 accumulation rate was up by 1 percent over the previous 
year, one half of which was caused by the increase in rural accumulation. The 
increase in rural accumulation is beneficial to improving conditions for produc- 
tion in the rural areas and to improving living conditions there. Generally 
speaking, it does not contend witin state accumulation for runds nor does it 
exert pressure on the supply of materials and equipment for the state. 


Fifth, the consumption level of citizens continued to rise. Ia 1983, the total 
amount consumed by citizens was 293.9 billion yuan, an 8.2-percent increase over 
the previous year. fhe increase in the peasants’ consumption level was faster: 
than that in the consumption level of staff members, workers, and other citizens. 
The difference of living standards between peasants and workers was reduced to 
i:2.2 (1 for peasants), the smallest since the founding of the PRC, 


The above situation shows that the ratio between accumulation and consumption and 
the changes within accumulation itself developed basically in a coordinative 

and rational manner and complied with the requirements of the l2th CPC National 
Congress on straightening out various relationships, accumulating strength, 

anc invigorating the economy. 


How To Look at the 1983 Accumulation Rate 


In analyzing the ratio between accumulation and consumption, it is necessary not 
only to look at the accumulation rate, but also to consider whether the increase 
in accumulation and consumption corresponds with the development of the national 
economy. The situation in 1983 was basically Like this: 


First, considering the relationship between accumulation expansion and the increase 


in consumption. The accumulation rate rose following the improvement in the 
people's livelihood. In 1983, the income of urban and rural citizens was on the 
increase and their actual consumption level continued to rise. A survey on 
peasant families reveals: in 1983, the per capita income of the peasants was 
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309.8 yuan, a 14.7-percent increase over the previous year; and the per 
living expenses were 248.3 yuan, a 12.7-percent increase over the previo 
Another survey on urban staff member and worker families reveals: The per 
income used for covering living expenses was 526 yuan, a 6.4-percent incre 
over the previous year; and after deducting the rise in the cost of livin 
actual income increased by 4.3 percent. Such increases were comparative! 
Following the improvement of the people's Livelihood, accumulation was 4 
priately expanded. The relationship between accumulation and consumption 
in coordination, and no big problems emerged. 


Second, considering the relationship between accumulation expansion and 
industrial production. In 1982, the total accumulation increased by 9.4 
over the previous year and beavy industrial production by 9.9 percent. 

the total accumulation increased by 12.8 percent over the previous year an 
industrial preduction by 12.4 percent. The increases in heavy industria! 
tiou basically complied with accumulation expansion. In addition, light 
industrial production increased by 8.7 percent in 1983. Although the incr 
basically met the needs in the market, it could not keep abreast of the cha 
in market requirements. Top-quality, brand-name, high-grade, and durabk 
goods were out of stock while low-quality, high-priced products were stock 


What merits more attention is that in 1983, the investment in light industry 


dropped by 16.7 percent as compared with that in the previous year and it 
proportion to the total investment dropped from 8.4 percent to 6.5 percent, 
which was not beneficial tc che development of light industry. 


Third, considering the relationship between the expansion of conscruct ion 
and the supply of production materials. In 1983, the total investment 
fixed assets increvsed by 14.1 percent over the previous year. Product io 
machine-buiiding industry increased by 17.9 percent, production in the bul 
materials industry increased by 10.3 percent, rolled steel by 5.9 pers 
lumber by 3.8 percent, and cement by 13.7 percent. With the exception 
increase in the machine-building industry, the rest were lower than Clu 

of investment in fixed assets. Therefore, these materials were in sho: 
Through controlling the scale of capital construction and increasing the i 
of building materials, the supply of the "three mterials” was improv 
stock increased by the end of last year. The main building material 
basically meet the needs for expanding the scale of construction. 


Fourth, considering the relationship between accumulation expansion and st 
financial resources. The increase ir state budgetary funds tor capital 
tion exerted a certain influence on maintaining 1 positive balance of pay 


In 1983, the deficit listed in the state financial budget was 3 billton yuan, 
in fact it was 4.346 billion yuan. The deficit was mainly caused by a yood 
harvest in agriculture, which caused the state to increase the purpose | 

and cotton by paying a price subsidy of 3.4/7 billion yuan. Bad economic rr 
and failure to fulfill the income target were also tactors causing th \ 


tion of the adverse balance. 


As a result of the expansion of accumulation, the imports of production 
increased by 17.8 percent over the previous year, and due to good harvest 
agriculture for some years running, the imports of agricultural product 
So in 1983, exports and imports were balanced, with a little surplus in 
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In 1953, following the coordinative development of agriculture and light and 
heavy industries, the simultaneous increases in both accumulation and con- 
sumption, and the balance between material and financial resources and foreign 
exchange, the scale of accumulation expanded and the accumulation rate amounted 
to 30 percent, which produced a positive influence on various national economic 
branches. Of course, some problems still exist in this ex-cellent situation, 
and they must be studied and solved. 


Strengthen the Planned Control Over the Macroeconomy and Readjust the Internal 
Structure of Accumulation and Consumption 


After several years of readjustment, the proportionate relationships of the 
national economy are gradually becoming rational. However, they are still weak, 
and slight carelessness will cause new disproportion. In particular, we should 
be very careful in handling the ratio between accumulation and consumption and 
do our best to keep the accumulation rate in balance. We are faced with large- 
scale construction projects while ensuring constant improvement in the people's 
livelihood. We have much to attend to but the state does not have sufficient 
funds. This is a prominent problem in our current economic development. Pro- 
ceeding from this point, we should do a good job in the following three aspects: 


First, strengthen the guidance over the macroeconomy and strike a balance between 
the total needs of society and the total supply for society. At present, it is 
necessary to guard against two tendencies: One is an excessively large invest- 
ment in fixed assets, so excessive that the increase in material and financial 
resources will not be able to cope with it; and the other is an excessively 

fast increase in the consumption fund, so excessive that the supply of the 

means of livelihood will not be able to cope with it. 


Second, strengthen the plan for arranging production and distribution in the 
national income and improve the internal structure of accumulation and consumption. 
Organize production and supply production materials needed in construction. 
Organize production and supply various consumer goods according to the need for 
improving the people's livelihood. 


Third, energetically raise economic results in accumulation. Here it is neces- 
Sary to rationally use accumulation and avoid unplanned and duplicate construc- 
tion so as to guarantee the carrying out of state key construction projects and 
of the people's housing construction. We should produce more with less 
investment and do our best to raise economic results in accumulation. 


CSO: 4006/66 


104 











ECONOMIC MANAGEMENT 


GANSU HANDLES MORE THAN 3,100 ECONOMIC CASES THIS YEAR 
HK270829 Lanzhou Gansu Provincial Service in Mandarin 1100 GMT 23 Oct 84 


[Text] In a general inspection of economic results accomplished this year, 
Gansu Province has dealt with more than 3,100 economic cases of various kinds, 
which involved more than 17 million yuan, thus further enforcing economic and 
financial discipline and attaining better economic results. 


At the beginning of the year, the provincial CPC Committee and government trans- 
ferred more than 3,400 cadres of the relevant departments. After dividing them 
into 1,099 inspection teams, they were dispatched to relevant units at the 
provincial levels and to various localities to conduct a general inspection of 
economic results in the circulation field. By the end of September, key inspec- 
tion work had been carried out in 4,058 grassroots units. Meanwhile, the various 
localities also sent more than 10,000 people to conduct preliminary or repeat 
inspections in 3,728 units. A considerable number of units were found to have 
varying degrees of economic problems, such as engaging in graft and embezzlement, 
taking advantage of one's power to seek personal gains, and free spending. Of 
these problems, serious bureaucratism, price reductions, and the scrapping of 
equipment resulted in a loss of more than 30 million yuan. With regard to the 
problems that had come to light, the inspection teams adopted a method of 
simultaneous investigation and rectification and dealt with them according to 

the seriousness and nature of the cases. 


By the end of September, the inspection teams had dealt with 3,141 economic cases 
of various kinds, which involved an amount of 17.32 million yuan and accounted 
for 45.6 percent of the total number of cases, and disposed of 300 million yuan 
worth of commodities that had been kept in stock. Following the inspection work, 
administration and management have been improved and better economic results have 
been attained, and the task of increasing profits by 20 million yuan, as proposed 
by the provincial government, has been overfulfilled. 


CSO: 4006/66 








ECONOMIC MANAGEMENT 


XINJIANG CONFERENCE ON TOWNSHIP ENTERPRISES ENDS 
HK270607 Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 25 Oct 84 


[Excerpts] In his speech today at the regional work conference on township 
enterprises, regional CPC Committee Secretary Qi Guo emphatically pointed out 
that it is necessary to fully understand the great significance of developing 
township enterprises from a strategic point of view. 


Comrade Qi Guo pointed out: Since the 3d Plenary Session of the 1lth CPC 

Central Committee, the structural reform has brought about great changes in 

the economic structure of the rural pastoral area. A large number of peasants and 
herdsmen have shifted from farming and livestock breeding to industrial and side- 
line production. This irresistible trend in work division according to specialized 
trades or professions has unfolded before our eyes a scene of socialism with 
Chinese characteristics in which the peasants and herdsmen are becoming rich 
through hard work. Experience has proven that without changing the situation 

of the 800 million peasants who are engaged in food production, it will be im- 
possible to build socialism successfully. 


Comrade Qi Guo expounded the great significance of vigorously developing township 
enterprises as follows: 1) It is of decisive significance for the development 
and building of Xinjiang and for the achievement of the objective of increasing 
by six times over the annual gross value of industrial and agricultural produc- 
tion in our region by the end of this century. 2) It is urgently needed for 
achieving the two transformations in the rural areas and for invigorating the 
rural economy. 3) It is an important means by which the peasants and herdsmen 
can increase their income, become rich at an early date, and live quite com- 
fortably. 4) It serves as an important economic basis for stepping up the rural 
construction, particularly the construction of small market towns, and narrow- 
ing the difference between town and country. 5) It is necessary for the urban 
and rural economic reform and it will promote the smooth development of the 
urban and rural reform. 


The 9-day first regional work conference on township enterprises ended in Urumqi 
today. In the course of the meeting, the participants conscientiously studied 
the relevant documents of the CPC Central Committee and the State Council and 
the communique of the 3d Plenary Session of the 12th CPC Central Committee, 
seriously discussed Comrade (Wu Zhangfu's) report and the regional regulations 
in certain questions related to the development of township enterprises, and 
exchanged experiences in developing township enterprises in various localities. 
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It was pointed out at the meeting that township enterprises are the inevitable 
outcome of the rural economy when it reaches a certain stage of development 
and are an important means by which the peasants and herdsmen can get rich. 

It is necessary to break away from the previous practice, under which only 

the collective could set up township enterprises, and to mobilize all house- 
holds and trades to run joint enterprises by raising funds. Particular 
attention should be paid to setting up household industries. 


The meeting stressed: It is necessary to attach importance to the development 
of intellectual resources and to energetically and boldly employ able personnel 
and import technology from other localities. It is particularly important to 
transmit economic information, to set up a network of technological cooperation, 
and to develop the sources of information so that the products of the enter- 
prises of the third categories can win out in the market competition by means 
of their outstanding quality and that the township enterprises in our region 
can greatly be developed. 


CSO: 4006/66 
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ECONOMIC MANAGEMENT 


HUBEI DELEGATES SECOND GROUP OF ENTERPRISES TO LOWER LEVELS 
HK060701 Wuhan Hubei Provincial Service in Mandarin 1100 GMT 3 Nov 84 


[Text] In order to bring into full play the role of the central cities and 

speed up reform of the urban economic structure, the provincial government, 
according to the essence of the CPC Central Committee's decision on reform of 

the economic structure, approved delegating the second batch of provincial-run 
enterprises to the lower levels. That means delegating the Hubei building 
machinery factory, the Hubei cement plant, the Hubei new materials company, 

and the preparatory office for the Hubei glass and ceramics factory to Wuhan City; 
delegating the Huajin cement plant, the Hubei cement machinery factory, Honggi 
cement plant, Daye steel factory, Xialu iron and steel plant, Daguanshan iron 
mine, the Hubei tractor plant to Huangshi City; delegating the Hubei pharma- 
ceutical factory, Ebei 66 factory, the Hubei iron wire plant, Xiangyang bearing 
factory, Exi chemical industry factory, the Hubei asbestos factory, the Hubei 
chemical fiber factory, Xiangfan textiles printing and dyeing factory, Xiangfan 
textiles machinery factory, Hongqi machinery factory, and the Zhanghe machinery 
factory to Xianfan City; delegating the Changjiang machine tools factory, 

Hongqi cable factury, Hubei switchgear plant, Zhongnan rubber factory, Yichang 
cotton textile factory, Yichang pharmaceutical factory, and the Mingkang 
pharmaceutical factory to Yichang City; delegating the Dongfeng tire factory 

to Shiyan City; delegating the Dongguang electrical appliance factory to Jingmeng 
City; delegating the Hubei oil pump factory, the Hubei gear wheel factory, and 
Huantan vehicle repairing factory to Suizhou City: delegating the Guanghua 
cement plant to Laohekou City; delegating the Hubei hydraulic pressure electricity 
factory, the Hubei tool factory, and the Hubei No 2 electrical machinery plant 

to Xianning City; delegating the Hubei instrument and meters plants to Chongyang 
County; delegating the Hubei generator plant to Tongcheng County; delegating the 
Hubei glucose factory to Yangxin County; delegating the Bailianhe power-generated 
equipment plant to Xishui County; and delegating the Puqi cement plant of the 
provincial Highway Bureau to Puqi County. 


In a circular on delegating the second batch of provincial-run enterprises to 
the lower levels, the provincial government General Office emphatically pointed 
out: After delegating the enterprises to lower levels, those cities and counties 
where the enterprises are located must further resolve the problem of separating 
the functions of government and enterprises and instituting decentralization, 
effectively ensure the due decisionmaking power to the enterprises in production 
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and business operations, let enterprises to freely develop their economic ties 
with others, set up various economic combinations, and avoid new barriers between 
departments. 


The circular also called on all units concerned to strengthen their leadership 

over the work of delegating enterprises to the lower levels and prevent some 
people from appropriating state property and carrying out other criminal activities 
in violation of the law so as to ensure smooth progress in delegating enterprises 
to lower levels and developing production. 


CSO: 4006/66 
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ECONOMIC MANAGEMENT 


BRIEFS 


PROVINCIAL MEETING ON TECHNOLOGICAL COOPERATION--According to today's SHICHANG 
XINXI BAO [MARKET INFORMATION PAPER], the provincial meeting on technological 
cooperation with other provinces opened in Taiyuan yesterday. Some 500 repre- 
sentatives from the central ministries, committees, nd bureaus; from other 
provinces, autonomous regions, and municipalities; fiom the special economic 
zones, and from central cities were invited to attend che meeting. Provincial 
Vice Governor Yan Wuhong delivered an opening speech. He said: Shanxi has 
abundant mineral resources and plentiful animal life and plants. We should 
establish wide, long-term and stable cooperativs relations with all areas of 
the countries and relevant central ministries and commissions, and jointly 
exploit Shanxi according to the principle of compensating for each other's 
deficiencies and on the basis of mutual benefit and assistance. At the meet- 
ing, the province put forth 450 cooperative items and announced nine rules of 
preferential treatment. [Text] [Taiyuan Shanxi Provincial Service in 
Mandarin 2300 GMT 12 Oct 84] 


HUNAN PROVINCIAL ENTERPRISES-—-The provincial CPC committee and provincial 
government recently issued a circular on transferring the first batch of 

44 provincial-owned enterprises to be managed by Changsha, Hengyang, and 
Zhuzhou cities. According to the spirit of relevant instructions issued by 
the CPC Central Committee and State Council on reforming the urban economic 
structure and the principle adopted by the 2d Plenary Meeting of the 6th 
Provincial People's Congress, the provincial CPC committee and government 
decided after discussions that in the future, the provincial-level departments 
and bureaus, in principle, will not directly manage enterprises. All other 
existing provincial-owned enterprises will be transferred in stages and by 
groups to the central cities. The transfer of provincial-owned enterprises 
to the central cities does not mean the shift of administrative power, but 
an important reform of the leadership system in industry. [Text] [Changsha 
Hunan Provincial Service in Mandarin 2300 GMT 25 Oct 84) 


MANAGERS TO BE TESTED--Beijing, 27 Oct (XINHUA)--More than 30,000 Chinese 
factory directors and company managers will take part in a job competency 
examination in January 1985, the State Economic Commission announced today. 
This will be the second examination of its kind. The first was held last 
August for 9,019 factory and business leaders, of whom 94 percent passed. 
The forthcoming examination will include China's cui rent policies for 
socialist economic construction including the recent Communist Party 
decision to restructure the ccuntry's economic system, as well as enter- 
prise management. [Text] [Beijing XINHUA in English 1504 GMT 27 Oct 84] 
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FINANCE AND BANKING 


ENTERPRISES SEEK NEW WAYS TO RAISE CAPITAL 
HKO30340 Beijing CHINA DAILY in English 3 Nov 84 p 1 
{Article by CHINA DAILY staff reporter] 


[Text] Chinese enterprises are adopting fresh methods to raise capital 
for new projects when they fail to obtain State bank loans. A city in 
Henan Province, for example, is planning a 863-million yuan package of 
nine projects. The State is investing 203 million yuan, and provincial 
investment is 15 million yuan. The rest will come from local enterprises 
and residents. 


According to the People's Bank of China, enterprises that need money are 
selling stocks, either to their own employees or to the public. Some 
enterprises are pooling their capital to establish new projects. Financial 
organizations are breaking the State monopoly on credit business. A 

new stock company in Luxian County, Hebei Province, has collected 1.4 
million yuan from local sources, and 1.3 million yuan has been loaned. 


Borrowing money fromnonbanking sources is generally more expensive than 
bank loans. Stock issuers pay as high as 20 percent interest plus 
dividends, while bank interest runs at about 7 percent. But because of 
the present system under which State Banks lend according to plan, there 
are limits to the loans they can make. Also, certain projects do not 
meet the requirements for loans. The only way for those projects to 
finance themselves is to borrow elsewhere. 


When an enterprise or individual lends to a project, the investor takes 
little risk. The People's Bank of China reports that some borrowers pay 
both interest and dividends on borrowed money. They pay back the money 
at the end of the agreed term. Those who do not pay interest usually 
promise higher dividends to investors. 


CsO: 4020/28 
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FINANCE AND BANKING 


BRIEFS 


SHANDONG TREASURY BONDS--By the end of September, Shandong Province 
subscribed for and delivered to the state a total of 217.61 million yuan 
of treasury bonds, overfulfilling the state assigned task by 1.73 percent. 
[Summary] [Jinan DAZHONG RIBAO in Chinese 16 Oct 84 p 1} 


CSO: 4006/64 
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MINERAL RESOURCES 


BRIEFS 


ZHEJIANG MINERAL DEPOSITS--The No 3 Provincial Geological Team has discovered 
a medium-size gold and silver mine, a large marble mine, and fluorite, pyrite, 
and pyrophyllite deposits in Jinhua Prefecture. The large fluorite mine it 
discovered in Wuyi County is estimated to contain 4 millions [as received] 

of fluorite ore. [Hangzhou Zhejiang Provincial Service in Mandarin 1030 GMT 
17 Aug 84 OW] 


SHANDONG GOLD MINE APPROVED--With the approval of the State Planning 
Commission, the {Sanshandao) gold mine in Ye County, Shandong Province, 

is under construction with state investment and domestic advanced technology. 
Its designed daily capacity is 1,500 tons of gold ore. The mine is 

designed to be operational by 1987. Some supplementary facilities for 
building the mine have been already built. [Excerpts] [Jinan Shandong 
Provincial Service in Mandarin 2300 GMT 19 Oct 84] 


CSO: 4006/64 
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INDUSTRY 


PLASTICS INDUSTRY DEVELOPMENT DISCUSSED 
Shenyang SHICHANG ZHOUBAO in Chinese 29 May 84 p 2 


[Article by Qiu Desheng [6726 1795 3932], Liaoning Provincial Information 
Office: "The Present Condition and Future Development of China's 
Plastics Industry"] 


[Text] Following the development of the petrochemical industry, the 
plastics industry has already switched from stressing the processing of 
polyvinyl chloride to stressing the processing of many kinds of 
polyvinyl chlorides and hydrocarbons, and from stressing the processing 
of soft polyvinyl chloride products to processing and developing both 
soft and hard products. However, we aie still far behind other countries 
regarding the forms of plastics processing machinery and machinery- 
manufacturing capability. In 1980, China's output of plastics was only 
1.5 percent of world output, comparable to the output of the United States 
in 1952, West Germany in 1963, and Japan in 1965. Average annual output 
per-capital world consumption of plastics is 14 catties, and China only 
consumes one-fourth of this amount. This deficiency is primarily 
manifested in: 


1. The raw materials area. The output is small, we have only 
single brands, auxiliaries face serious deficiencies and prices are 
universally high. 


2. Our plastics-processing technology is backward, the equipment is 
outdated, complementary machinery is incomplete and nose model design 
creation abilities are weak. 


3. There are not enough varieties of plastics products, and the 
phenomenon of products being too heavy and too thick is a serious one. 


4. Technical capacity is weak, and scientific research needs to be 
strengthened. In accordance with the development of plastic materials 
production and our estimations of society's needs, the plastics industry 
will undergo substantial development in the next 10-15 years, and 
processing technology and equipment will be improved a great deal. In 
the year 1900 planned output was 3 million tons; by the year 2000 it will 
be 6 million metric tons, with a value of 30 billion yuan, or 2.5 times 
the originally planned target. 
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From now on China's plastic-product development should place first 
priority on plastic products for agricultural use. Moreover, we should 
enthusiastically support the development of plastic packaging materials, 
clothing and building materials. The total amount of plastics that 
society will need in 1990 is 1.4 million metric tons for agricultural 
products, 800,000 metric tons of packaging materials, 700,000 metric tons 
for consumer products, 300,000 metric tons for packaging and building 
materials and 500,000 metric tons for industrial product sets. In 
accordance with the above market forecast, we note that: 


1. Polyvinyl chloride fertilizer output is too low, molecular weight 
distribution is too dispersed and ethyl chloride content is too high. The 
ethyl chloride count in official overseas materials and special materials 
is K = 65.70, with the ethyl chloride content 5 PPM. If the problem of 
fertilizer quality is not resolved, our applied systems will be unable to 
produce good products. 


2. There are too few brands of the various kinds of fertilizers produced 
by Liaoning. Product variety should be increased so as to allow faster 
and better development of our plastics industry. 
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INDUSTRY 


BEIJING'S INDUSTRIAL PRODUCTION FOR MAY REPORTED 
Beijing BEIJING RIBAO in Chinese 8 Jun 84 p 1 


[Article: "Beijing's Industrial Production in May Reached New Historical 
Levels" ] 


[Text] In May, Beijing's industrial production continued to grow at 

a fast pace, with gross output 11.3 percent higher than that of the 

same period last year. This was the highest level of monthly production 
recorded in Beijing's history. Total taxes and profits turned over to 
the state by 16 industrial corporations (or bureaus) was 4.7 percent 
higher than the figures for April. 


Each department enthusiastically implemented the regulations regarding 
the expansion of enterprise autonomy, implemented many kinds of 

contract systems and mobilized their staffs’ and workers’ enthusiasm 

for production. Of the output of 100 types of primary industrial 
products, the output of 74 types increased in May over the same period 
last year. Output of televisions, tape recorders and synthetic detergent 
all increased by more than 20 percent. The output of microelectronic 
calculators, electric refrigerators and kinescopes doubled. Municipal 
textile and light industrial enterprises arranged for the output 

of nearly 1,000 food, clothing, recreational, educational and medical 
products for children. Of these, 2 light industrial corporations arranged 
for the production of 689 large-size toys for a childrens’ park. There 
were also improvements in product quality. 


The problems that still exist in industrial production are: (1) a portion 
of our light industrial products are overstocked, and (2) shortages of 

a few raw materials are relatively great. The relevant departments are in 
the midst of studying measures to resolve these problems. 
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INDUSTRY 


INDUSTRIAL SURVEY EXPERIMENTED IN JIANGSU 
0WO041127 Beijing XINHUA Domestic Service in Chinese 0817 GMT 31 Oct 84 
[By reporter Zhang Xingrui |] 


[Excerpt] Nanjing, 31 Oct (XINHUA)--At a meeting currently held in Changzhou City 
with regard to the city's experiment for the national industrial survey, the 
representatives unanimously maintained that to ensure success in economic reform 
and speed up industrial development, it is of great importance to understand 

the financial situation of the enterprises. 


In preparation for the first nationwide industrial survey in 1986, the industrial 
survey office under the State Council has conducted the first set of experimental 
surveys at 344 enterprises across the nation since last June. The curveys vere 
completed in August. After that mre pilot enterprises were designated in all 
provinces, municipalities, and autonomous regions. In order to acquire a given 
city's experience in such surveys, the leading group for industrial survey under 
the State Council designated Changzhou City as an experimental city for nation- 
wide industrial survey. 


The enterprises that underwent experimental surveys felt that though national 

industrial survey is not only important to the understanding of China's national 
conditions and strength, it is also an indispensable groundwork for modernizing 
enterprise management and for carrying out technical transformation and reforms. 


At the meeting, the representatives from various localities exchanged their 
experiences and gains in experimental survey, observed the way the experimental 
surveys were carried out in the enterprises in Changzhou City, and drew up plans 
for expanding the scope of experimental survey next year. 


CSO: 4006/66 
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BRIEFS 


MINISTRY REPRESENTATIVES IN FACTORIES —Shijiazhuang, 30 Oct (XINHUA)-—-The 
Ministry of Machine-Building Industry instituted a system of stationing a 
general representative at the Tangshan Douhe Power Plant, a key state construc- 
tion project, during its third- and fou, th-stage construction. The general 
representative was responsible for organizing after-sale service of the pur- 
chased equipment and for technological feedback. The system guaranteed the 
installation of the power generating sets at the projected speed for immediate 
results and spurred the machine-building industry to continue improving its 
manufacturing technology. The system was instituted in the course of resolving 
the question of the No 5 generating umit's quality. During the third and fourth 
stages of constructing the Douhe Power Plant, the Ministry of Machine-Building 
Industry undertook the task of supplying four domestically produced generating 
units, No 5 to No 8. When the No 5 generating unit was put into operation in 
late December, much equipment was found to have technological defects, which 
affected the unit's normal operation. In February this year, Vice Minister 
Shen Liechu went to the Douhe Power Plant to work on the spot. He set up a 
general representative office in the power plant and asked various equipment manu- 
facturers to send personnel to the office to help overcome the generating unit's 
technological defects. As a result, the No 5 unit attained stable operation in 
no time. The Ministry of Machine-Building Industry fully affirmed the practice 
of setting up a general representative at the construction site on a permanent 
basis and considered it an important reform measure in raising service and 
product qualities for consumers. The practice was thus established as a system. 
[Excerpt] [Beijing XINHUA Domestic Service in Chinese 0012 GMT 30 Oct 84] 


SHOUDU IRON-STEEL PROFITS--Beijing, 2 Nov (XINHUA)--Shoudu Iron and Steel Company's 
profits in the first 9 months of this year increased by 22.3 percent over the same 
period last year. In the first 3 quarters of this year, its steelmaking plant 
turned out 170,000 tons, or 15 percent more steel than in the same period last 
year. [Summary] [Beijing XINHUA Domestic Service in Chinese 9200 GMT 2 Nov 84 OW) 


SHANGHAI INDUSTRIAL OUTPUT--Shanghai's October industrial output value reached 
6,289 million yuan, an increase of 9.2 percent over the same period of last year, 
according to the Shanghai Municipal Statistics Bureau. Shanghai's total industrial 
output value for the January-October period increased 9 percent over the same 
period of 1983. [Summary] (Shanghai City Service in Mandarin 2300 GMT 2 Nov 84 OW] 


118 








NEW PRODUCTS CATALOG--Beijing, 24 Oct (XINHUA)--A catalog of China's 
latest industrial products will be off the press in December, the ECONOMIC 
INFORMATION reported today. In three volumes, it covers 5,000 products 

of recent year in 12 categories, including the textile, machine-building, 
light, electronic and building materials industries. An exhibition was 
held in Beijing in 1983 for these products. In an introduction to the 
catalog, Lu Dong, minister in charge of the State Economic Commission, 
urges enterprises to keep turning out new products good enough to compete 
on the international market. [Text] [Beijing XINHUA in English 1445 GMT 
24 Oct 84] 
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CONSTRUCTION 


HAINAN IN PROCESS OF COMPLETING 24 PRIORITY PROJECTS 
HKO50538 Guangzhou NANFANG RIBAO in Chinese 1 Nov 84 p 1 


[Report from Hainan by reporter Zeng Qingson [2582 1987 2646]: "Treasure 
Island Poised for a Takeoff"] 


[Text] The development, or buildup, of Hainan Island is beginning an 
upsurge. Twenty-four priority projects throughout the island are proceeding 
at a pace faster than expected. To date, except for four construction 
projects, including the Yangpu Port, now still in the first stage of 
preparation, earthwork has successively started on 20 priority projects, 
most of which are expected to be completed by the end of this year or 
early next year. Work has been completed ahead of schedule on the 
Nandujiang Bridge and the Haikou Brewery, which have been handed over 
to the authorities concerned and commissioned. Gratifying results have 
also been achieved in capital construction concerning crop planting and 
the breeding trade. 


Around the Chinese Spring Festival of 1983, Hu Yaobang, Zhao Ziyang, 

Gu Mu and other central leading comrades successively visited Hainan Island 
and affirmed the guideline of "taking exposure to the outside world as 

a prod to such exposure." Then the CPC Central Committee and the State 
Council issued a decision on accelerating the development of Hainan 
Island. The responsible persons of various central departments and 
experts successively came to Hainan to make surveys and studied concrete 
measures on how to open up Hainan to the outside world and develop it. 

It was unanimously held that to open Hainan to the outside world, we 
must first do a good job of capital construction and take good care of a 
number of priority projects to facilitate foreign businessmen's investing 
in Hainan construction projects. Therefore, since last year, 10 priority 
construction projects were scheduled. Through this year the number of 
priority projects has risen to 24. The funds for these projects have 
chiefly come from money raised at the central and provincial levels and 
from Hainan, apart from foreign investments and capital raised through 
joint operations with other provinces. The total amount of investment in 
these projects has reached more than 1.03 billion yuan. 
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At present, the main problems to be solved in developin: and building up 
Hainan are its diificulty of access, shortage o energy, and lack of 
telecormunications facilities. Of the 24 priority projects, 11 concern 
transportation, energy and telecommunications. These 11 projects involve 
a total investment of 650 million yuan. As far as transportation is 
concerned, expansion projects involve the Yangpu Port, Basuo Port, Haikou 
Harbor and the Haikou airport. On the energy front, construction projects 
involve the Kengkou power plant of the Changpo opencut coal mine, the 
Haikou thermal power plant and a railroad electricity supply station. 

In telecommunications, there is a broadcasting TV microwave project and 

a microwave telecommunications project. With the completion of all these 
projects Hainan will enter a new stage in its development and construction. 


While paying proper attention to priority construction projects, the 
various departments concerned of Hainan have also made use of international 
loans and foreign capital to build a number of rubber plantations, oil 
palm plantations, coconut plantations and farms related to the breeding 
trade. In addition, a number of guest houses and other tourist facilities 
are under construction. 
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CONSTRUCTION 


BRIEFS 


NATIONAL CONSTRUCTION ASSOCIATION CONGRESS--The first congress of the 
Heilongjiang Provincial China Democratic National Construction Association 
ended today. Through a democratic election, the first committee of the 
Heilongjiang Provincial China Democratic National Construction Association, 
which is composed of 29 members, was elected at the congress. The resolu- 
tion of the first congress of the Heilongjiang Provincial China Democratic 
National Construction Association was also adopted. During the session, 
participants studied the communique of the 3d Plenary Session of the 12th 
CPC Central Committee and the decision of the CPC Central Committee on 
the reform of the economic system. They expressed the determination 

that they will actively respond to the call of the party, win a complete 
victory in reform with actual deeds, and strive to create a new situation 
in the socialist modernization drive. [Excerpts] [Harbin Heilongjiang 
Provincial Service in Mandarin 1000 GMT 21 Oct 84] 
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DOMESTIC TRADE 


TRADE UNION OFFICIAL ADDRESSES GUANGXI CONGRESS 
HKO51540 Nanning Guangxi Regional Service in Mandarin 1130 GMT 4 Nov 84 


[Excerpts of a speech by (Li Xueying), secretary of the secretariat of 
the All-China Federation of Trade Unions, at the Sixth Guangxi Regional 
Trade Union Congress] 


[Text] Comrade (Li Xueying) said: At this time, when the Sixth Guangxi 
Regional Trade Union Congress is held, as entrusted by the All-China 
Federation of Trade Unions, I especially extend warm greetings to the 
congress and all delegates attending the congress and, through you, extend 
cordial regards to the workers of all nationalities and to all trade union 
workers and activists and their family members. 


The Sixth Regional Trade Union Congress is being held just after the 
conclusion of the 3d Plenary Session of the 12th CPC Central Committee. 

It is being held just at the right time. The 3d Plenary Session of the 
12th CPC Central Committ<:* was another party meeting of important historical 
significance, reflecting the common will of the people throughout the 
country and completely representing the urgent desires and demands of the 
working class in our country. We hope that at this congress we shall 
seriously study and completely understand the decision of the central 
authorities on reform of the economic structure and shall turn the congress 
into a mobilization rally to mobilize the working class throughout the 
region to vigorously take part in reform of the urban economic structure 
and to invigorate Guangxi with the masters’ spirit. 


It has already been 5 years since the Fifth Regional Trade Union Congress. 
During these 5 years, under the leadership of the regional CPC Committee, 
the workers of all nationalities in Guangxi have held aloft the banner 

of the great unity of all nationalities and scored very great achievements 
in the course of the socialist four modernizations. You have vigorously 
and properly dealt with the problems left over by the Great Cultural 
Revolution, have unified your thinking, have strengthened unity, have 
made the situation stable, have made the economy prosperous, have united 
to struggle hard, have been determined to carry out reform, and have made 
important contributions toward the building of two civilizations and 
toward invigorating Guangxi. 
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Over the past 5 years, trade unions in Guangxi have worked hard to implement 
the principles of trade union work which were put forward by the party. 
Trade union organizations have been quickly restored, developed, and 
strengthened. Moreover, a large number of advanced collectives, outstanding 
trade union workers, and activists have emerged. Trade union organizations 
at all levels have given play to their role as a link by which the party 
keeps close ties with the masses and as communist schools. 


The current major task of our trade unions at all levels is to study, 
publicize, and implement well the documents of the 3d Plenary Session of 
the 12th CPC Central Committee. The decision on reform of the economic 
structure that was adopted at the plenary session points out- This reform 
has a bearinr on the future of our nation and on the personal interests 

of hundreds of millions of workers, peasants, and intellectuals. All 
comrades of the entire party must stand in the forefront of reform--the 
trend of the times. Our working class is the representatives of the 
advanced productive force, the masters of our nation and enterprises, 

and the main force to push forward reform of the economic structure and 

to promote the development of the social productive forces and the progress 
of the economy and technology. “he working class is our country must 
clearly understand its own historical duties, must shoulder its own 
historical mission, and, in response to the call of the 3d Plenary Session 
of the 12th CPC Central Committee, must seriously study and discuss the 
documents and must completely and profoundly understand and accurately 
grasp the spirit and contents of the documents. Furthermore, we must work 
at our own posts with the masters’ attitude. Everyone must show concern 
for the operation of enterprises, must attach importance to economic 
results of enterprises, and must contribute his wisdom, ability, and 
strength to the establishment of the system of the socialist economy, 
which will promote the development of the productive force and which is 
full of vitality. Under party leadership, trade union organizations must 
give play to their active role in the course of reform of the economic 
structure. It is necessary to work hard to do good ideological and 
political work for workers. Workers must strive to study politics, 
culture, modern science and technology, management; must constantly 
improve their own quality; must master the skills for achieving moderniza- 
tion; and must make new contributions toward creating a new situation in 
socialist modernization and toward invigorating Guangxi. 
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FOREIGN TRADE AND INVESTMENT 


FOREIGN TRADE ADMINISTRATION CENTRALIZED, UNIFIED 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 5, 27 May 84 pp 3-4 


[Article by staff commentator: "On the Centralization ani Unification of 
China's Foreign Trade Administration" ] 


[Text] In order to make progress in developing our foreign trade it must 
become centralized and unified, and we must simultaneously emphasize the 
mobilization of positivism in all areas. 


What the strengthening of centralization and unification means is that the 
managerial authority over foreign trade must be concentrated in the foreign 
economic trade departments with the implementation of unified leadership and 
authorized management, thus changing away from the situation of administration 
by many departments. We must simultaneously make progress in strengthening 
management of commodity imports and exports. Our export commodities are to 
have unified management by the various foreign trade specialized general 
corporations (including the export companies attached to the industries and to 
other departments) according to the predetermined scope. The services of the 
import-export branch offices in each province, municipality and autonomous 
region are carried out under the unified organization of the general 
corporation. As for the various staples and commodities which are fiercely 
competed for on the international marketplace, such as crude oil, coal, grains, 
cotton and drawnwork, we will carry out unified business transactions through 
the foreign trade specialized general corporations (including the general 
corporations of the industrial departments), with the import-export branches 
companies in the provinces, municipalities and autonomous regions responsible 
for the delivery of the goods and for accumulating the remittances. The other 
commodities are under the unified handling and management of the foreign trade 
general corporations, with the branch companies delivering the goods, though 
the general corporations can also organize the joint delivery of goods. We will 
then can be unified in our dealings with the outside. As for the importation 
of staples and commodities heavily monopolized on the international 
marketplace, such as vegetable oils, edible sugars, chemical fertilizers, steel 
and wood, these are under the unified management of the foreign trade general 
corporations. 


The reasons why we want to centralize and unify are: 


First, in the international marketplace of today, especially in those developed 
nations which always proclaim themselves "free traders," in order to strengthen 
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their national competitiveness their governments not only maintain a consistent 
state of centralization and unification in managerial affairs, moreover, all 
forms of trade protectionism are being made more pronounced day by day. Thus, 
the Third World nations, which originally were in an unfavorable position in 
international trade find it increasingly difficult to develop foreign trade. 
Faced with these conditions and with opponents having such long-term managerial 
experience in foreign trade, it is unquestionably correct for us to strengthen 
our foreign trade centralization and unification in order to attain an 
advantageous competitive stance in international trade. 


Next, in order to help overcome certain difficulties in our foreign trade, we 
must quickly improve our foreign trade economic efficiency. In the past few 
years, the management and administration of our foreign trade work has been 
characterized by administration from scattered departments and by an 
uncoordinated approach toward the outside. This is not advantageous in maxing 
overall arrangements for effective management of export commodities, the 
marketplace and our customers, and the result is that some of our companies 
that market the same commodities, because of inadequate experience in an 
international marketplace that already is extremely fierce, also compete 
against each other and compete in cutting prices to attract business, so that 
it is difficult to sell products at a good price. This brings unwanted losses 
to our national interests, and influences the enthusiasm of our local areas, 
departments and production enterprises. After we have completed the 
centralization and unification the existence of unified business arrangements, 
joint business arrangements and a unified approach to the outside will permit 
our foreign trade to attain the basic guarantees for making a reasonable 
economic profit. 


Finally, strengthening of centralization and unification are necessary for 
protecting the interests of foreign businessmen. Because there are some 
confused conditions in our foreign trade work, we sometimes export commodities 
from several sources to the same marketplace so that supply exceeds demand and 
harms the relationships we have with the original marketplaces and the 
customers for our export commodities. This creates economic hardships for the 
foreign businessmen and overseas Chinese businessmen who have for many years 
sold our commodities on a commission or representative basis, even to the 
extent that they are unable to make a reasonable profit, and this blunts their 
enthusiasm for handling our commodities or promoting our products on the 
international marketplace. At the same time, this also injures the 
international trust in our export products, and is disadvantageous for the long 
term development of our foreign trade. In this regard, a number of foreign and 
overseas Chinese businessmen have offered a number of valuable suggestions to 
the concerned departments, and they also hope that we will strengthen 
centralization and unification. 


To sum up the above, it is extremely important to strengthen the centralization 
and unification of our foreign trade in order to promote even better 
developments in our foreign trade. 


This emphasis on strengthening centralization and unification in foreign trade 


by no means signifies a complete return to the pre-reforms situation of 
excessively strict centralization, but centralization and unity based 
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on the premise of continuing to stimulate the enthusiasm of the local areas, 
departments and production enterprises in all aspects in order to enliven 
foreign trade. 


Stimulating and exercising enthusiasm in all areas is an objective requirement 
for developing the status of China's domestic economic construction and for the 
development of foreign trade conditions. Our foreign trade impacts on all 
departments of the national economy and must rely on cooperation and support 
from all sides. After centralization and unification have been implemented in 
our foreign trade, a number of tasks, such as providing and developing sources 
of goods, improvement of the quality and variety of export commodities and 
their purchase and transportation need no comment, but there also are such 
tasks involved in commodity import and export, such as negotiations with 
foreigners, forming relations, carrying out agreements and international market 
research, which depend on their performance by the branch companies in each 
area and by each department. In addition, in comparison with the past, our 
foreign trade marketplace has greatly expanded, there also have been major 
developments and improvements in processing the variety of products and in our 
trade methods in both importing and exporting commodities, and we must rely on 
the strength of each local area and each department to properly carry out their 
work. At the same time, it must be seen that China is faced with the creation 
of an entirely new situation in a new form. Although our foreign trade has 
made great developments in recent years, nonetheless, in terms of possible 
national needs, there still is much potential for development which must 
respond to the new needs of the new times and must rely even more on strength 
in all areas. In view of this, in order to carry out the strengthening of some 
regulations in our centralization and unification, we must pay attention to 
thoroughly mobilizing a positive spirit in all areas. 


One such area is in some experiments that were carried out in reforming the 
foreign trade system in recent years. On the basis of summing up experience, 
some methods that produced results continued to be preserved and were even 
continually improved. For example, in the area of promoting unity between 
industry and trade, we established industry-trade joint export companies, joint 
foreign and domestic companies for production, supply and sales, jointly 
managed interior and coastal companies, and so on. Experience has proven that 
this is a technique for mobilizing enthusiasm in both industry and trade to 
develop their own superior features work together to make progress in exporting 
commodities, developing new products and increasing exports, so we ought to 
continue to experiment and continually sum up experiences. 


A second area is the concrete handling of the division of labor, which still is 
beneficial in stimulating enthusiasm in all aspects. For example, it has been 
determined that: (1) The export commodities handled by the industrial 
departments under the Central Committee, such as machine equipment, boats, coal 
and silk still should managed by each industrial department; (2) the great 
majority of small and mid sized commodities that are exported under the unified 
arrangements and management of general corporations should still have their 
business arrangements handled by local branch companies; (3) as for the local 
areas and departments that have their own foreign exchange with which to place 
orders for imported goods, except for the jointly managed importation of 
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commodities by the foreign trade specialized general corporations, all the rest 
of the prefectural and departmental companies having the authority to import 
will carry out their own range of management or delegate representatives to do 
so; (4) we should provide excellence and convenience in the importation of 
overseas raw materials to process for export. Some of these regulations 
maintain the status quo while others expand the foreign trade rights of the 
local areas and departments. In short, at the same time that we strengthen 
unity we also provide each area with the liveliness that is needed. 


11582 
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FOREIGN TRADE AND INVESTMENT 


INVESTMENT IN EXCLUSIVELY OWNED ENTERPRISES ENCOURAGED 
Beijing GUOJI MAOYI [INTERTRADE] in Chinese No 4, 27 Apr 84 pp 24-26 


[Article by Zhong He [6988 0735]: "Great Prospects for Overseas Investors of 
Exclusively Owned Enterprises” ] 


[Text] Since 1980, the special economic zones we operate have had pleasing 
results in the operation of exclusively owned enterprises by overseas 
investors. Up to this point in time, overseas Chinese and foreign businessmen 
have already started up 53 exclusively owned enterprises, with total 
investments already exceeding 400 hundred million US dollars. Apart from 
entrepreneurs from the United States, Japan, Thailand, and Singapore, the great 
majority of the investors are from Hong Kong. They have invested in light 
industry, textiles, real estate, machinery, electronics, chemicals, building 
materials, agriculture, animal husbandry and fishery, with over half investing 
in real estate and light industry. 


Practice has proven that the operation of exclusively owned enterprises by 
overseas businessmen has a positive role in promoting our economic growth and 
in developing the special economic zones, while the overseas businessmen also 
derive certain economic benefits. 


From our point of view, this first of all allows the importation of advanced 
technology and equipment. When the overseas businessmen are able to manage the 
exclusively owned enterprises themselves, they then are more at ease in 
utilizing advanced technology. At the same time, in order to make their 
products more competitive internationally and make bigger profits, the overseas 
businessmen are willing to use advanced technology and equipment. For example, 
the (Old Man) brand of ship paint from Denmark holds first place throughout the 
world both in quantity and quality. Hong Kong businessmen in the Shenzhen 
Shekou Industrial Park operate a factory which uses this advanced technology, 
and product quality now has already matched that of the Danish company. 
American and Thailand businessmen joined together in the Shenzhen Special 
Economic Zone to operate the Zhengdakang Livestock Feed Plant, outfitted 
entirely with equipment imported from the United States. The entire production 
line is automated, and every half hour it produces 12-15 tons of feed with a 
product quality reaching international standards. Of these, the granular type 
of fryer feed can produce 1 jin of live chickens for each 2.1 jin of feed, and 
by using this feed the chickens can be shipped to market in 60 days, each with 
a weight of 3.8 jin. Second, this can increase our national economic income; 
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according to the current tax standards for the individually owned enterprises 
in the special economic zones, enterprise income taxes are calculated at 15 
percent, so that along with the enterprise unified tax, our income is no lower 
than 20 percent. We can also collect a land use tax, which can be used on 
urgently needed projects to supplement some inadequacies in our construction 
funding. Third, we can provide the exclusively owned enterprises with raw 
materials and some of the equipment they need; these goods can be included in 
our exports and increase our foreign exchange income. Fourth, it will increase 
employment among our personnel and they can learn certain technologies. When 
the overseas businessmen come to operate exclusively owned enterprises we 
provide the great majority of their staff and workers, and they send only a 
very few technicians and managers. For example, the Japanese Sanyo Electric 
(Hong Kong) Ltd. Corp. set up an electronics company in the Shekou Industrial 
Park. They used tests to hire nearly 700 Chinese personnel, while Sanyo 
Electric (Hong Kong) Ltd. Corp. sent only 20-some people. Overseas businessmen 
are first of all concerned with the quality of their product and pay attention 
to training the new staff and workers to use their technology. Some train on 
the spot, while others send the trainees to the home office. Fifth, the 
exclusively owned enterprises of the overseas businessmen benefit us with the 
construction of water, electric, communication and other facilities, and they 
moreover operate a variety of service networks. Sixth, when the overses 
businessmen operate exclusively owned enterprises, we do not assume any 
economic risks and do not incur debts, while the profits or losses are borne by 
the overseas businessmen. 


As far as the overseas businessmen are concerned, they are able to obtain 
certain economic profits. They report that the operation of exclusively owned 
enterprises has the following benefits: In China the land rent and plant and 
building expenses are lower than in other countries or areas. For example, our 
land use expenses are only several Hong Kong dollars per square meter, while in 
Hong Kong each square meter runs as high as 1,000 Hong Kong dollars. The wages 
for our staff and workers are low and the production workers are stable. This 
provides beneficial conditons for training Shenzhen workers to grasp technology 
and ensures stable, reliable product quality. The tax rates are also 
relatively reasonable. The raw materials and some of the equipment needed by 
the exclusively owned enterprises can be purchased in the interior, which 
lowers transportation and packaging costs. These superior conditions are 
advantageous in lowering the product costs of the exclusively owned enterprises 
and in raising their economic efficiency. At the same time, a portion of the 
products of the exclusively owned enterprises can be sold on the spot, and 
after undergoing certain procedures they can be sent to the interior for sale, 
The exclusively owned enterprises operated under the sole management of the 
overseas businessmen enjoy complete autonomy so that they are very lively and 
problems are quickly solved. 


Our policy toward foreign economic tasks has always been respect for the 
principles of equality and mutual benefit, and in assimilating the enterprises 
exclusively owned by overseas businessmen we still hold to this principle, 
which is to say that we derive benfits and that the overseas businessmen also 
should have reasonable economic profits. At present, there still are only a 
few overseas businessmen operating exclusively owned enterprises in China, and, 
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moreover, our special economic zones are only an experiment which is in the 
stage of gathering experience. However, this test of using the exclusively 
owned enterprises operated by overseas businessmen to obtain foreign capital 
has potential and is greatly promisirg. 


In order to develop this new economic form, we have drafted relevant 
regulations and methods, which are mandatory for the creation of a favorable 
investment environment for the overseas businessmen. First, there is the 
formulation of a program for assimilating exclusively owned enterprises 
operated by overseas businessmen and the selection of overseas businessmen to 
come to China to capitalize and operate the exclusively owned enterprise 
projects. At present, some of the exclusively owned enterprises operated in 
the special economic zones are advanced while others are not completely 
advanced. We hope that the overseas businessmen will come here to operate 
enterprises with up-to-date standards of production and produce quality 
products that we urgently need and long have had to import. In order to enable 
these enterprises to successfully and smoothly conduct talks, complete 
construction and go into production, our concerned departments can unify the 
departmental programs and select the concrete construction projects with which 
to assimilate the investments. They moreover can utilize a variety of channels 
and fix a time to make announcements abroad so that the overseas businessmen 
can make their decisions. Second is determinining the ratio of domestic and 
foreign sales of the products of the exclusively owned enterprises according to 
their degree of advancement. The scope of supply for our domestic marketplace 
is determined by the degree of technological advancement of the investment 
enterprises and our need for the products, and this moreover will be subject to 
the organizational actions of the planning committees, economic committees, 
economic trade departments and the concerned management departments. Third is 
to firaly grasp the establishment of sound rules and regulations for economic 
dealings with foreigners. At present, our rules and regulations for economic 
dealings with foreigners are imperfect. Our concerned departments are now 
formulating laws for the exclusively owned enterprises, civil laws, corporate 
laws, labor laws, patent laws and other economic regulations , and moreover are 
actively working with the concerned nations in signing investment guarantee 
agreeements. Under current conditions, we can use the foundation of equality 
and mutual benefit to conduct friendly negotiations to sign agreements and 
contracts, and then accordingly implement the regulations, as these have the 
same efficacy as laws. Fourth is the formulation of superior methods for tax 
receipts, foreign currency exchange, supply of raw materials, and so on, and, 
then, according to the degree of advancement of the enterprises, the selection 
of various degrees of preferential treatment. Fifth, overseas businessmen who 
come to China to operate exclusively owned enterprises will have contact with 
many of our units, and, according to our actual conditions, there is great need 
to strengthen our work in providing advice and services. A great deal of work 
must be done in order to promote conditions for foreign businessmen to come to 
China to operate exclusively owned enterprises. We are in the process of doing 
this work, but at the same time, we enthusiastically welcome overseas 
businessmen to come ahead to China proper to operate exclusively owned 
enterprises. 
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LABOR AND WAGES 


MODEL WORKERS DISCUSS JOBS, PERSONAL LIVES 
OWO51938 Beijing XINHUA in English 1913 GMT 5 Oct 84 


[Text] Beijing, 5 Oct (XINHUA)--Twelve Chinese model workers today 
discussed their work and home life at a press conference here sponsored by 
the Chinese Journalists’ Association and the All China Federation of 
Trade Unions. They were invited to Beijing to attend the National Day 
celebrations. 


Yuan Longping, 54, is a national model worker for his research in hybrid 
rice, which has won him a national prize. 


Duan Xiu'e, a weaver of Shijiazhuang No 6 cotton mill in Hebei Province, 
said that she was elected a model worker for having woven 1.66 million 
meters of flawless cloth since September 1979 and surpassed her quota 
by 0.4 million meters. 


aaang Caixiang, another weaver from the Guangxi Zhuang Autonomous Region, 
nas been elected the model worker of her mill for 3 consecutive years. 
Speaking of her husband, a loom mainteuance worker in the same shop, 
Huang said it would be impossible to produce more flawless cloth without 
properly-maintained looms. She met her husband through their work, and 
they fell in love and married. 


Not only did he support her work, but also shared all family chores. 
They brought up their 9-year-old son by taking different shifts. 


The family is living comfortably with an average monthly income of 200 
yuan and a three-bedicom apartment, which they obtained for being among 
the first group of couples who applied for single-child family certificates. 


Meng Xianghai, a 43-year-old director of Jiamusi paper mill of Heilongjiang 
Province, who is a provincial model worker, spoke of his plan for the 
industry. China's present annual paper output of 6 kilograms per person 
was far too low and should be raised to at least 50 kilograms, he said. 
The problem was the low raw-material price, which was a poor incentive to 
timber industry. He suggested joint ventures between paper mills and the 
timber industry. 
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Meng had been an engineer, and became director after being nominated by 
the workers and appointed by the government. He is not a college graduate, 
but taught himself everything he knows. 


Asked what treatment model workers received, engineer Xiao Wanling of 

the Jianghuai motor vehicle works, Anhui Province, said her plant had 
increased her pay by one grade, or 13.5 yuan a month. Generally, model 
workers in China have their wages increased in line with their contributions. 


Xiao said, the party's policy was *o encourage intellectuals to bring 
their initiative and creativeness into full play. In her plant, designers 
and other scientific workers had developed many products, including new 
types of bolts and tires. 


Not all model workers were Communist Party members, she said. Many were 
non-party members or Democratic Party members and self-employed individuals. 


Ma Xinlan, a teacher from Xingfucun primary school of Chaoyang District, 
Beijing, said the youngsters today were much brighter and had a wider 
knowledge than in the past. 


Ma, 38, grew up in Beijing and has been teaching in the primary school 
since 1967 after she graduated from a secondary normal school. She has 
been praised for her reforms in teaching mathematics. She said her 40 
students had little homework and few tests. Yet they studied well, and 
had reached the level of grade-six students when they were only at grade 
four. "I make a full use of the first 15 to 20 minutes of the class when 
the child's concentration is greatest," she said. Her students, whom 
she has followed from grade one to five, “are happy with math lessons." 


Salaries of primary school teachers have been raised several times since 
1978, she said. Her own monthly salary had increased from 32 yuan in 
1967 to 78 yuan, not including various fringe benefits. 





CSO: 4020/28 
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LABOR AND WAGES 


BRIEFS 


JIANGSU CONSTRUCTION WORKERS--In recent years 224 collective construction 
enterprises in Jiangsu's Nantong City have signed contracts for construction 
work in 26 provinces, autonomous regions, and municipalities. The total 
valve of construction work completed in 1983 was 870 million yuan, 23 

times the amount in 1978. Since the beginning of this year 898 construction 
workers from Nantong City have gone to Kuwait to do construction work 

there. [Summary] [Nanjing Jiangsu Provincial Service in Mandarin 2300 GMT 
29 Oct 84] 


CSO: 4006/64 





TRANSPORTATION 


BEIJING HOSTS INTERNATIONAL TUNNELING CONFERENCE 
OW221158 Beijing XINHUA in English 1105 GMT 22 Oct 84 


[Text] Beijing, October 22 (XINHUA)--China has built 2,200 kilometers of 
railway and highway tunnels and 120 kilometers of underwater tunnels, a feat 
equal to building a subway from Beijing to Quangzhou, an international confer- 
ence on tunnels was told here today. 


Li Chenggang, 52, a civil engineer and acting secretary general of the China 
Civil Engineering Society, told the opening ceremony of the International 
Colloquium on Tunnelling and Underground Works China has built dozens of 
underground power plants and a 40-kilometer subway in Beijing in the past 

35 years. A subway in the north China industrial city of Tianjin is expected 
to open to traffic by the end of this year, while plans are also underway on 
the construction of subways in Shanghai and several other cities. 


The colloquium is sponsored by the China Civil Engineering Society and the 
International Tunnelling Association (ITA) in cooperation with the China 
Association for Science and Technology and the Ministry of Urban and Rural 
Construction and Environmental Protection. 


Eighty scholars and engineers from Japan, Britain, France, the United States, 
Federal Germany, Switzerland, Sweden, Canada, Belgium, Norway, Denmark, 
Poland, Finland, the Netherlands and China are taking part. 


Xiao Tong, vice minister of urban and rural construction and environmental 
protection, said that China is stepping up its efforts to modernize its 
transport facilities, the subways in particular. 


J.K. Lemley, president of the ITA and one of the world's leading specialists 
in tunnelling, said that the colloquium will benefit the ITA. 


CSO: 4020/25 
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TRANSPORTATION 


XINHUA INTERVIEWS SHANGHAI CIVIL ENGINEER 
0W241250 Beijing XINHUA in English 1158 GMT 24 Oct 84 


[Text] Beijing, October 24 (XINHUA)--Shanghai, China's largest industrial 
city, located at the mouth of the Yangtze River, plans to build 174 km of 
underground railway as part of a long-term urban construction program. 


XINHUA learned this today from Wang Zhenxin, deputy chief engineer of the 
Shanghai Tunnel Construction Corporation, who is attending an international 
colloquium in Beijing on tunnelling ad underground works. 


He said that the immediate goal for the year 2000 is construction of 30 km 
of subway. This project in the alluvial plains of the Yangtze delta is 
particularly challenging, he said. 


Wang has just returned from San Francisco, where he was awarded the A.P,. 
Grensfelder Construction Prize by the American Society of Civil Engineering. 


Wang said that Shanghai built an experimental 600-meter-long subway tunnel, 
which is to become a section of the north-south express transit system, in 
the densely populated urban area. This system, Wang said, is planned to 
stretch 100 km from Baoshan in the north to Jinshan County in the south, 


Plans are also under consideration to build a 16 km-long subway from Zhong- 
shan Park at the western end of the city to Yangshupu, an industrial district 
in the northeast. A 13.5 km-long north-south subway from Xinlonghua on the 
southern outskirts to a new railway station is under construction in the 
northern part of the city. 


Shanghai has already built a 2.7 km-long road traffic tunnel under the 
Huangpu River. A second one, which will be 2.2 km in length, is under 
construction. A third tunnel, about 2 km-long, is under active considera- 
tion for a cooperative project with the department of public works of the 
Dutch city of Rotterdam, a sister city of Shanghai, he added. Two other such 
tunnels are also planned for a long-term effort to link the city proper with 
the area on the other side of the river, which has great development poten- 
tial. ‘ 


Wang said efforts have also been put into a clean water project for the 
Suzhou Creek, a river perennially polluted by the city's industry. As the 
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first step, factories have been forbidden to discharge pollutants into the 
river; as the second step, drains will collect and transport sewage to off- 
shore outfalls and divert it into the sea. The final phase will be the build- 
ing of sewage treatment plants, he said. 


Wang said Shanghai has experimented with the shield tunnelling method in its 
underground works construction, and found that the cost is comparable to the 
traditional cut-and-cover method. 


CSO: 4020/25 
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TRANSPORTATION 


TRAIN ACCIDENT IN NORTH LEAVES 4 DEAD, CARS DERAILED 
OW291857 Beijing XINHUA in English 1843 GMT 29 Oct 84 


[Text] Beijing, 29 Oct (XINHUA)--Four people were killed when a passenger 
train collided with a tractor in north China this afternoon, the Ministry 
of Railways said here today. The accident took place near the Tumu 
railway station, in Hebei Province, at 1346 when the train going from 
Moscow to Beijing ran into a tractor with a trailer driven by a peasant 
who was trying to pass an unmanned railroad junction. 


The railway engine driver tried to stop the train by applying the emergency 
brake but the momentum of the train was too great, an official of the 
ministry said in a press interview. 


Four people aboard the tractor were killed instantly, eight railway 
coaches were derailed but no casualties were reported among the Chinese 
and foreign passengers, he added. 


After learning of the accident, the ministry immediately sent its chief 
dispatcher to the scene for investigation and a special train was rushed 
to the spot to take the passengers to Beijing, he said. 


The official said that, with the development of the urban and rural 
economy, more trains were running while the number of motor vehicles also 
increased considerably, especially in rural areas. There had been quite 
a few rail accidents of trains colliding with motor vehicles at ground 
level railway-road junctions in recent years. He said the ministry 
planned to build more overpasses, set up posts at busy ground-level 
junctions or equip them with automatic warning systems. 


At the same time, truck and tractor drivers would be educated to observe 
traffic regulations more closely, and railway engine drivers and junction 
watchers urged to raise their sense of responsibility, he said. 


cso: 4020/29 
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TRANSPORTATION 





COUNTRY TO BUILD MODERN AIRLINE TICKETING CENTER 
0W301306 Beijing XINHUA in English 1135 GMT 30 Oct 84 


[Text] Beijing, 30 Oct (XINHUA)--Construction of China's first computerized 
airline reservation and ticketing center began today in downtown Beijing. 


Shen Tu, director general of the Civil Aviation Administration of China, 
said at a ground-breaking ceremony that the new facility would help 
improve CAAC's service, boost its efficiency and meet the fast-developing 
needs of civil aviation in the country. 


The seven-story center will go into operation in 1987. Its mainframe 
computer, telephone exchanges and other equipment will be imported. 
CAAC is now negotiating with some foreign firms in connection with the 
project. 


The center will make reservations for more than 70 Chinese cities. 
Together with planned branch offices in Beijing's main hotels and business 
districts, it will also sell through-tickets on international routes 
through its links with S.I.T.A. of the International Civil Aviation 
Organization. 


The center will handle an estimated 10 million passengers per year. Its 
equipment will be able to deal with 110 reservations simultaneously. 


Beijing's existing ticket office can only sell 4,000 tickets a day because 
of lacking up-to-date equipment. 


CSO: 4020/29 
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TRANSPORTATION 


ZHU JIANG NAVIGATION NETWORK 
HKO50324 Beijing ZHONGGUO XINWEN SHE in Chinese 0723 GMT 4 Nov 84 


[Report: "Zhu Jiang's Main Navigation Channels To Be Placed Under Stat= 
Management "] 


[Text] Beijing, 4 Nov (XHONGGUO XINWEN SHE)--Ma Xide, director of Inland River 
Administrative Bureau under the Ministry of Communications, told reporters of this 
agency that a reform will be carried out with regard to the navigational system 
of the river network of the Zhu Jiang, management and administration over the 
main waterways of the Xi Jiang, Bei Jiang, Dong Jiang and others, administration 
of harbors, and that the formlation of plans will be placed under unified state 
management. However, shipping transport, the work of loading and unloading 

goods in harbors, and other matters will still be managed by local authorities. 


Preparatory work for the establishment of a bureau responsible for management 
over navigational affairs of Zhu Jiang under the Ministry of Communications is 
being carried out. It will officially start work next year. 


The river network of the Zhu Jiang is composed of 988 big and small navigable 
waters, with a length of more than 12,000 km. They have formed criss-cross 
navigation networks which link all parts of the province. The river networks 
of the Zhu Jiang have provided outstanding conditions for developing inland 
river navigation with their abundant water levels, slight silt content, and 
stable river courses. Last year's volume of goods transport was nearly 50 mil- 
lion tons, which ranked second among the main inland river transport systems 

in the country. In Guangdong Region, where railway transport is insufficient 
and highway transport is crowded, water transport along the river network of 
Zhu Jiang is of particular significance. 


In the past, due to the fact that Guangdong and Guangxi Regions were separated, 
water transport on the Xi Jiang of the Zhu Jiang River network was divided into 
two sections. With the development of economic construction, Yunnan and 

Guizhou have rapidly increased their transport of coal and phosphorus to the 
east, and the special economic zones of Shenzhen and Zhuhai have speeded up 
their construction. The navigation system of the river network of the Zhu Jiang 
can no longer meet the demand of the new situation. Therefore, the state has 
decided to exercise unified management over navigation of the river networks 

of the Zhu Jiang in order to remove barriers between different regions and 
develop through transport. 


CSO: 4006/66 
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TRANSPORTATION 


BRIEFS 


HEBEI NEW RAILWAY STATION--Shijiazhuang, October 21 (XINHUA)-—-A new railway 
station has opened at Qinghuangdao, Hebei Province, as part of the efforts to 
improve transport facilities in the port city. It has three platforms and 
handles 240 trains a day, and replaces an old station which was cramped and 
had no waiting rooms. Qinghuangdao is one of the 14 coastal cities desig- 
nated to open wider to the outside world earlier this year. It is a key 
railway junction between Beijing and other major northern cities. ‘ ine 

is being built to carry coal from Datong in Shanxi Province to Qinghuangdao 
for export abroad. [Text] [Beijing XINHUA in English 1047 GMT 21 Oct 84 OW] 


BEIJING RAILROAD UNDERPASS--Beijing, Oct 17 (XINHUA)--A large railroad under- 
pass is being built at Majiabao in southern Beijing as trains run overhead on 
nine parallel tracks. It is expected to be completed by the end of this 
month. The underpass is east of Yongdingmen railway station, one of Beijing's 
three main stations, and carries the lines from Beijing to Shanhaiguan, 
Shanghai and Guangzhou. A train passes every few minutes. The underpass is 
67.8 meters long, 34.6 meters wide and 6.8 meters high, has 3 spans, and 
weighs a total of 12,000 tons. It is the city's largest. The municipal 
government has invested 10.7 million yuan (about 41.1 million U.S. dollars) 
in the project to cope with local traffic jams. The 3 spans were hoisted 
into place simultaneously by 94 jacks. The road beneath is being asphalted 
and pipes and wires are being laid. [Text] [Beijing XINHUA in English 1030 
GMT 17 Oct 84 OW] 


XINJIANG HIGHWAY PAVING--Urumqi, 23 Oct (XINHUA)--A 1,984 kilometer-highway 
in the Xinjiang Uygur Autonomous Region has been asphalted, bringing the 
total length of the region's asphalted roads to more than 5,900 kilometers. 
Major highways have now all been asphalted, a spokesman for the Regional 
Communications Bureau said. The asphalted Urumqi-Hotan Highway runs along 
the northern and western fringes of the Taklimakan Desert--the largest in 
China--and terminates at Hotan on the southern fringe. It roughly follows 
the Silk Road linking ancient China with central and west Asia. Along the 
highway are the region's major cities including Korla, Aksu, Artux and 
Kashi. Xinjiang, covering 1.6 million square kilometers, is the largest 
provincial-level administrative region in China. Treacherous terrain and 
weather make it rely heavily on highways for passenger and freight transport. 
Asphalting has cut the journey from Urumqi, the regional capital, to Hotan 
from at least 9 to 4 days. [Text] [Beijing XINHUA in English 1031 GMT 

23 Oct 84 OW) 
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NANTONG-SHANGHAI AIR ROUTE--An initial test flight was successfully carried out 
on 27 October for the Nantong-Shanghai air route, the first opened by the China 
Changjiang Aviation Company, a military-civilian company. Nantong City, Jiangsu 
Province, is one of the 14 coastal] port cities approved by the State Council 

for opening to the outside world. To strengthen Nantong's connection with other 
places at home and abroad, Nantong City and the PLA Navy made joint investments 
and established the China Changjiang Aviation Company, with the Navy providing 
aircraft, equipment, and aviation technicians and Nantong City bearing the 
responsibility for ground facilities. It took slightly more than 50 days from 
the deliberations and establishment of the company to the test flight. The 
Changjiang Aviation Company will officially start business in the summer of 
1985. It will first open the routes between Nantong and Shanghai and between 
Nantong and Nanjing before gradually opening other routes. [Text] [Beijing 
Domestic Service in Mandarin 2230 CMT 27 Oct 84] 


HUBEI RIVER PASSENGER VESSEL--Wuhan, 6 Nov (XINHUA)--China's fastest 
riverboat has gone into service on the Yangtze River, the country's 
longest, local transport authorities said here today. Able to carry up 
to 1,000 passengers, the Jianghan No 57 hit 31 kilometers per hour in 
test runs, 4 kilometers faster than conventional river cruisers. The 
ship was built by the Wuchang Shipyard in Hubei Province, central China. 
[Text] [Beijing XINHUA in English 0700 GMT 6 Nov 84] 


JIANGSU DEEP-WATER BERTHS--Nanjing, 4 Nov (XINHUA)--Two deepwater berths 
for 10,000-ton class ships have been completed at Dagang, which is part 
of Zhenjiang Harbor, Jiangsu Province. These are part of the first phase 
of a new construction project at Zhenjiang Harbor on the Yangtze River, 
which calls for completion in 1985 of four berths for 10,000-ton class 
ships to handle 2.4 million tons of cargo a year. Four more berths of 
the same capacity will be built during the second stage of construction 
ending in 1989. This national key capital construction project is expected 
to boost transport on the Yangtze River, China's largest waterway, and 
reduce pressure on Shanghai Harbor. In Shanghai, seven berths are being 
built or expanded, according to an earlier news report. [Text] [Beijing 
XINHUA in English 0634 GMT 4 Nov 84] 


SHANDONG HUANGHE BRIDGE—The 34th Huang He highway bridge, with the largest span, 
longest width, and greatest loading capacity, will be built in Dongying City's 
Kenli County, Shandong Province. This project has already been incorporated 

in the state plan. According to bridge-building specialists, designs call for 
the span of the main bridge to be 260 meters, the total length of the bridge, 
2,970 meters, and the width, 19.5 meters, making it longer and widee than the 
Jinan Huang He Grand Bridge. The construction of this bridge has great 
Significance in the development of the Shengli oilfield, the local economy, 

and the field of national defense. [Summary] [Jinan DAZHONG RIBAO in Chinese 

18 Oct 84 p 1 SK} 


HUBEL AMALGAMATES TRANSPORT UNITS--With the approval of the higher level, the 
Hubei Provincial Communications Department today amalgamated the provincial 

Motor Vehicle Transport Administrative Bureau, the provincial Vehicle Super- 

visory Department, and the provincial Transport Market Management Office into 

the provincial Road Transport Administrative Bureau. The newly established 

Road Transport Administrative Bureau will be responsible for the management 

of the provincial road transport trade, will unify the management of the road 
transport market, will coordinate relations between the transport trades, 

loading, and unloading, and will eliminate redundant management in road 

transport. [Text] [Wuhan Hubei Provincia! Service in Mandarin 1100 GMT 2 Nov 84 HK | 
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URUMQI-KARAMAY HIGHWAY—The project of constructing the roadbed, bridges and 
culverts for the third trunk line of the Beijing Gonglu [region's northern 
highway], which cuts across the southern part of the Zhunger Basin, has been 
completed. Seventy-five percent of the road surface has been covered with 

sand. This highway has been built along the oil pipeline from Karamay to 
Urumqi. At present it is the only second class highway in the region. The 
highway is jointly funded by the regional Petroleum Administrative Bureau, the 
regional Finance Department, the regional Commmications Department, the 
Production and Construction Corps and other units. Its total length is 

221 kilometers. While the roadbed is 12 meters wide, the road surface is 

9 meters wide. It links up with Shawan County, Manas County, Hutubi County, 

and Shihezi City, in addition to passing through six factories and some communes 
of the Production and Construction Corps. This highway is 80 kilometers shorter 
than the original one from Urumqi to Karamay. Through this highway, the distance 
of such localities as Tacheng, Emin and Altay has been shortened from 60 to 80 
kilometers from Urumqi. Upon completion, the daily capacity of the highway is 
2,000 vehicles. Thus, this will greatly ease the traffic burden from Karamay 

to Urumqi. In addition, this highway is significant in developing the (Baili) 
oilfield in Karamay, invigorating the economy in the area, and consolidating 

the border defense. Construction of this highway was started in 1980. It is 
expected that the highway will be completed and be put into operation by 

1 October 1985. [Text] [Urumqi Xinjiang Regional Service in Mandarin 1300 GMT 

30 Oct 84] 


GUANGZHOU-SANYA AIR ROUTE--Haikou, 15 Oct (XINHUA)--The Guangzhou-Sanya air 

route was reopened to traffic today after having been suspended for more than 

20 years. Sanya is situated in the southern tip of Hainan Island. This route 

is reopened to air traffic to meet the island's need to speed up development and 
opening to the outside world. The 774-km air route takes 1 hour and 50 minutes. 
One flight each on Mondays and Fridays have been tentatively scheduled. Flights 
on Wednesdays are installed to provide exclusive service to Nanhai Western Oil 
Company. [Text] [Beijing XINHUA Domestic Service in Chinese 0827 GMT 15 Oct 84 OW] 


NEW SHENZHEN PORT--Guangzhou, 3 Nov (XINHUA)--The State Council has given approval 
for Shatoujiao to become a port for the Shenzhen special economic zone, the 
Guangdong port authorities announced here yesterday. This third port linking 
Shenzhen and Hong Kong will ease the burden on Wenjindu, help transportation 

in eastern Shenzhen and local tourism and the construction of a nuclear power 
plant on Dapeng Bay, the authorities said. Shatoujiao is at the western end of 
Daya Bay, 18 kilometers from Shenzhen city. A port inspection office is being 
built and a 12.4-meter long, 20.5-meter wide bridge from Shatoujiao to Hong Kong 
is completed. Other preparations are being stepped up to open it to travelers 
and vehicles with proper documents. [Text] [Beijing XINHUA in English 1041 GMT 

3 Nov 84] 
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CHINESE MEDIA ON FOREIGN ECONOMIC AFFAIRS 


PRC JOURNAL ON DEVELOPMENT OF BULGARIA 
HK310645 Beijing SHIJIE ZHISHI in Chinese No 17, 1 Sep 84 pp 11-12 


[Article by Jin Liangping [6855 5328 1627]: “Steadily Developing Bulgaria:; 
passages within slantlines denote boldface as published] 


[Text] Stable Economic Improvements 


Before World War II, Bulgaria was one of the poorest countries in Europe. While 
many European countries had entered the stage of monopoly capitalism, Bulgaria 
was still an agrarian nation. In 1939, the year of the highest pre-war produc- 
tion, the gross industrial output value was only 15 percent of the national 
revenue. At that time Europeans referred to Bulgaria as a “shameful backyard. 
In 1961, when the Comecon countries were apportioning work, the main task 
given to Bulgaria was to provide the Soviet Union and other Eastern European 
countries with fruit and vegetables. This reflected the undeveloped state of 
the economy in Bulgaria at that time. 


After 1960, the Bulgarian economy began stable development at a considerable 
speed, and by 1980 it had completed its Seventh 5-Year Plan (the First 5-Year 
Plan began in 1949). In the 20 years from 1960 to 1980, the gross social 
production value increased from US$8.661 billion to US$48.586 billion, more 
than quadrupling in size. The national revenue increased from US$3.071 billion 
to US$17.956 billion by 1980. According to statistics released in 1980, the 
ratio of industrial production value to agricultural production value stood 

at 84 to 16. As far as industry is concerned, internal structure has gradually 
been organized and a fairly complete industrial system has been established 
centered around the power, metallurgical, machine-building, and petrochemical 
industries. Agricultural production, especially the production of grain and 
commercial crops has developed very quickly. In 1980, the per capita grain 
output in Bulgaria placed the country second among all Comecon countries, 


In 1980 Bulgaria began to implement its Eighth 5-Year Plan, and the economy 
continued to develop. The gross industrial production value in 1981 and 1982 
increased 5 percent and 4.6 percent, respectively. The gross agricultural 
production value increased 4 percent and 4./ percent, respectively, and foreign 
trade increased 8.9 percent and 9.1 percent. In 1982, the per capita national 
revenue stood at more than 2,500 Lev (1 Lev - US$1.04). The Bulgarian national 
debt to Western countries has also gradually diminished each year; in 1979 it 
was US$3.7 billion, while in 1982 it was down to US$2.3 billion. 
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As a result of economic development there have been major improvements in the 
people's living conditions in comparison to the pre-liberation period. By 1981 
the national revenue had increased 1l-fold over the most prosperous pre-war 
year of 1939. In 1982 the average worker's wage was 200 Lev (equivalent to 

370 Renminbi). As for the average amount of household items and durables 
possessed for 100 households, the figures stand at 83 televisions sets, 

91 radios, 77 washing machines, and 84 refrigerators. For every 100 households, 
32 have a small car. In urban areas the per capita living space is 13.4 square 
meters, while in the rural areas it is 17.1 square meters. 


As a result of years of hard work, Bulgaria is no longer the “shameful backyard" 
of Europe, providing only fruit and vegetables to the Comecon member-countries. 
Instead, it is an industrial-agricultural nation at a mderate level of develop- 
ment. 


System Reforms Are Promoting Economic Development 


The economic successes that Bulgaria has scored are closely linked to the 
country's rational utilization of its ow natural resources, constant improvements 
in its economic management system, and its attention to science and technology. 


/Rational Utilization of Natural Resources/ Bulgaria is a small country lacking 
in an abundance of natural resources, but hard work on the part of the country 
has meant that its limited natural resources have been utilized to the maximum 
extent possible. For example, the country lacks high-grade coal but possesses a 
great deal of low-grade coal with a 60 percent ash content. This kind of coal 
cannot be used as a fuel source in many countries. However, Bulgaria has managed 
to design an electric power station capable of using this low-grade coal. In 
1982 the amount of electricity produced from this low-grade coal comprised 

35 percent of the country's total electricity production and mre than 50 percent 
of thermal electrical generation. 


/Constant Improvement of the Economic System/ During the last 30 years or so 
Bulgaria has constantly improved its economic management system. Between 1946 
and 1959 it adopted a system of centralized management according to departments. 
From 1960 to 1962 it adopted a system of decentralized management according to 
regions, and from 1963 to 1977 it returned to the system of departmental 
management while implementing a new system of national economic leadership 
under which it began to attach importance to the use of economic levers. 


After 1978 there were further improvements of the economic system, which were 
mainly characterized by an upholding of the principle of centralized planning 
but with mandatory plans representing only a minor that of all plans. In 
addition, while centralized and unified state management were upheld, enter- 
prises adopted a final surplus wage system arrived at after the deduction of all 
expenditures from the total income. Egalitarian wages and unified fixed wages 
for enterprise workers were no longer used. State organs underwent transition 
to become state-society organs. Thus, for example, the agricultural and 
foodstuff industrial departments were both abolished and a “national agricultural 
and industrial federation" was set up. Corresponding reforms were also made in 
the agricultural management and production system and the country simultaneously 
implemented self-sufficiency plans for fruit, vegetables, meat, milk, and eggs 
in order to increase the supply of agricultural by-products to residents. 
Consumption of these items then increased. 
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/Emphasis on Science and Technology/ For many years now Bulgaria has constantly 
stressed “science as a direct productive force," and the country has asked its 
workers and scientists to constantly come to grips with modernized science and 
technology. Beginning in the early 1970's, the country started paying attention 
to the integration of scientific research and production. Middle and low-level 
scientific research units carried out scientific research based on production 
needs, and had the right to propagate their findings amongst grassroots produc- 
tion units. Beginning in 1973, a new education system was implemented integrat- 
ing general education with vocational education, and in 1980, the call for the 
“intellectualization” of material production was made. Educational costs in 
1980 comprised 10 percent of the national budget. 


In the process of constructing a socialist economy, Bulgaria has come up against 
certain difficulties such as the lack of natural resources, excessive dependence 
on foreign trade, and a lack of high quality products within the country. 


/The Establishment of a Residential System Integrating Rural and Urban Areas/ 

In the past, prefectures, counties (small towns), and villages were under the 
control of the central authorities in Bulgaria. However, because of a gap between 
urban and rural areas and mutual isolation, imbalances emerged in urban and rural 
development, urban conditions were not fully utilized, and rural construction 

was not even on the agenda. This caused the population to flood into the urban 
areas at an alarming speed. 


In order to solve this problem, in 1979 the Bulgarian Government decided to 
implement reforms in the country’s regional administration system, adopting methods 
of “making the towns lead the rural areas, and integrating urban and rural areas." 
Thus, 291 new style social, economic, and administrative units were set up 
throughout the country and gradually a unified national residential system was 
established. Every city, town, county, and village within the residential system 
was linked with the others by common production management activities, common 
service facilities, and a unified communications system. Financial revenue 

and expenditure in the residential system involved a system of individual 
responsibility for profits and losses. The main sources of revenue are the 
remitted profits of the industrial and agricultural enterprises under the 
individual responsibility system and funds remitted by other factories and enter- 
prises within the same region. The leaders of the residential system and other 
personnel are selected by the electorate. They have no fixed wages and their 
income depends on how well they complete the tasks designated them. 


After some years of construction, not only have the central cities in all the 
residential areas developed very quickly, but the surrounding rural areas have 
been encouraged to gradually assume certain urban characteristics such as the 
existence of industry, high-rise buildings, paved roads and tarmacadam, and 
running water supplies. 


Foreign Trade Relations 
Bulgaria is a member-state of the Warsaw Pact and Comecon. Bulgaria believes 


that the main tenet of its foreign trade policy is “increased unity and friendly 
relations with all Comecon and Warsaw Pact countries.” In 1948 and 1967 Bulgaria 
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and the Soviet Union signed two treaties on friendly cooperation and mutual 
aid, each for a period of 20 years. Since 1944 the Soviet Union has expended 
more than 5 billion rubles to Bulgaria in payment for goods and for over 

500 aided construction projects. Bulgarian trade with other Comecon countries 
comprises around 74 percent of its total foreign trade, of which 55 percent is 
trade between Bulgaria and the Soviet Union. 


Since the 1970's, as changes have occurred in the traditional economic structure 
which centered around agriculture, the Bulgarian economy has been faced with 
problems such as using advanced science and technology and improving economic 
efficiency and product quality. As a consequence, the country has adjusted 

its policies toward Western countries in the hope of "developing East-West 
relations," and has adopted corresponding measures. From 1970 to 1980 trade 
figures with the West increased by 2.6 times. 


There has also been obvious development in Bulgaria's economic relations with 
developing countries. At present Bulgaria has economic ties with over 70 
developing countries. In 1981 Bulgaria's trade figures with these developing 
countries comprised 10.9 percent of its total foreign trade, an increase of 

7.55 times over 1970. In 1982, Ri fu ke fu [2480 1133 4430 1133], chairman of the 
Bulgarian affairs committee, and Todorov, chairman of the National Assembly, 

both visited approximately 10 Asian countries and met with heads of state and 
government [word indistinct] of some 10 Asian and African countries. Some 

100 trade, science and technology, and cultural cooperation agreements were signed 
with these countries. 


On 4 October 1949, Bulgaria established diplomatic relations with China. In 
September 1950 the countries exchanged ambassadors. In recent years Sino-Bulgarian 
relations have developed. There has been an increase in trade between the two 
countries, and scientific and technological, cultural, and sports exchanges 

between the two countries have also developed. 


CSO: 4006/66 





PUBLICATIONS 


BRIEFS 


NEWSPAPER ON TRIAL PUBLICATION—Trial publication of ZHONGGUO QINGGONGYE BAO 
[CHINA LIGHT INDUSTRY NEWS], China's first national professional newspaper 

on light industry, began in Beijing on 1 November. ZHONGGUO QINGGONGYE BAO 
is published by the Ministry of Light Industry. Its primary purpose is to 
direct production and guide consumption by publicizing the principles and 
policies of the party and government on light industry, exchange experience 

in the development of light industry, and report on economic and technological 
information and the consumers’ opinions. The paper is a four-page weekly in 
folio. It will begin formal publication on 3 January 1985. [Text] [Beijing 
Domestic Service in Mandarin 2230 GMT 31 Oct 84] 


CSO: 4006/66 
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HONG KONG MEDIA ON CHINA 


WEN WEI PO CALLS KEYNESIANISM UNSUITABLE FOR PRC 
HK250613 Hong Kong WEN WEI PO in Chinese 25 Sep 84 p 2 


{“Random Talks on the News" by Chao Tung [6392 1749]: "Will China Promote 
Keynesianism?"] 


[Text] China's ideas of stimulating rational consumption so as to use con- 
sumption to promote production has aroused the interest of the Western 
world. 


On the eve of National Day, China called on the people to dress better and 
more beautifully to celebrate National Day. RENMIN RIBAO pointed out that 
the proletariat also seeks beautiful clothes and fine food and that it is 
necessary to encourage the people to live a happy life under the socialist 
system. Peasants buying trucks, pianos, television sets, and refrigerators, 
ordinary people wearing Western-style coats, fashion shows, music soirees, 
dance parties, and a variety of cultural and recreational activities have 
become the subjects advertised and recommended by newspapers. Mortgage 
loans to be paid on an installment basis are provided and lucky-draw savings 
books are issued, 


This series of measures has stimulated China's electrical appliances industry, 
car industry and building industry. Factories keep receiving purchase orders 
and business is thriving. The state is able to withdraw a large amount of 
money from circulation for accumulating construction funds This is much 
better than the past practice of one-sidedly stressing high accumulation and 
low consumption, 


However, it is neither accurate nor proper to say that this is Keynesianisn, 


Keynesianism is an economic thesis which emerged during capitalist economic 
depression and economic crisis caused by overproduction, The productive 
forces of the entire Western society are quite powerful, but its consumption 
is low, therefore investment is declining. Keynesianism advocates the 
methods of government intervention, of increasing public expenditure, and of 
stimulating inflation, consumption and investment so as to make the economy 
boom. Now neither Britain nor the United States adopt Keynesianism, 


The situation in China is different from that in the West, where there is 
overproduction, China's production is still insufficient, not being able 


149 














to meet the material needs of the people. In the past, China's economic sys- 
tem was irrational. Investment was excessive and the capital construction 
front was too broad. Now China wants to stop irrational and ineffective 
investment and to increase agricultural, light industrial and heavy indus- 
trial production proportionally. In the past, due to the insufficiency in 
consumption, ideological pressure was exerted on the people, who wore gray 

or blue clothes all the year round regardless of their sexes. The vestiges 
of the supply system also hampered commodity production, 


China's purpose of stimulating consumption is to develop commodity production 
and not to solve the crisis of overproduction, There is consumption and conm- 
modity production in any human society. Keynesianism is a thesis from a 
specific time, under specific conditions, and for a specific purpose. Using 
Keynesianism to look at China does not correspond to China's present condi- 
tions. 


CSO: 4006/61 
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HONG KONG ECONOMIC TRENDS 


NANFANG RIBAO ON SHENZHEN, HONG KONG COOPERATION 
HKO21436 Guangzhou NANFANG RIBAO in Chinese 28 Sep 84 p 1 


[Report: "There Will be Better Prospects for Cooperation Between Zhenzhen and 
Hong Kong"] 


[Text] Shenzhen, 27 September (XINHUA)--Shenzhen Mayor Liang Xiang told re- 
porters about the significance of the joint declaration initialed by China 

and Britain on the Hong Kong question. He said: The concept of “one country, 
two systems" satisfactorily settles the Hong Kong questions, as well as opens 
up broader prospects for the Shenzhen Special Economic Zone to further open to 
the outside world and for developing diversified cooperation with Hong Kong. 
The two different systems that are followed in Shenzhen and Hong Kong are 
based on the different characteristics of the two areas. The difference allows 
them to supplement each other's needs and promote each other. It helps main- 
tain the prosperity and stability of Hong Kong as well as speed up the pace of 
building Shenzhen Special Economic Zone. 


He said: Shenzhen Special Economic Zone has land and sea links with Hong Kong, 
and both parties maintain a close relationship. Since Shenzhen became a 
special zone, the industrial and commercial circles of Hong Kong and Kowloon 
have actively invested in the zone and have made contributions toward its de- 
velopment. Over the past 4 years and more, the special zone has imported 
foreign capital by means of joint venture, cooperation, and sole proprietor- 
ship. Among some 180 enterprises that were set up by foreign capital, more 
than 85 percent of them have made profits. Of these more than 70 percent 

are invested in by Hong Kong. Undoubtedly, the cooperative relationship be- 
tween Shenzhen and Hong Kong will further develop in future in the wake of 
the satisfactory settlement of the Hong Kong question. 
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